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OVERSIGHT OF THE MANAGEMENT
PRACTICES AT THE U.S. FOREST SERVICE

TUESDAY, JULY 7, 1998

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Bellflower, CA.

The subcommittee met, pursuant to notice, at 10:10 a.m., in the
city council chambers, Bellflower City Hall, 16600 Civic Center
Boulevard, Bellflower, CA, Hon. Stephen Horn (chairman of the
subcommittee) presiding.

Present: Representatives Horn and Davis.

Staff present: J. Russell George, staff director and chief counsel;
Mark Brasher, senior policy advisor; and Matthew Ebert, clerk.

Mr. HORN. A quorum being present, the hearing of the Sub-
committee on Government Management, Information, and Tech-
nology will come to order. Today, we will examine the management
practices of the U.S. Forest Service.

The Forest Service was established in 1905 by President Theo-
dore Roosevelt. The President, in accordance with the Progressive
movement, sought to run the agency on scientific principles, such
as relying on experts in the field of wildlife management and tim-
ber harvesting. The Forest Service today has a wide range of re-
sponsibilities and is responsible for many valuable goods and serv-
ices, including recreation, timber, watersied, wildlife, and fish.

Sometimes these responsibilities conflict with each other in ways
that are frustrating for citizens. The citizen who wishes to swim in
a river in a national forest may find the river tainted by minerals
if extensive logging has occurred. The citizen who wishes to make
a house from timber harvested in a national forest may pay more
if the timber is unavailable. A citizen who wishes to hunt may have
difficulty doing so if a timber cut has destroyed an animal’s habi-
tat. These priorities are occasionally in conflict, and who must arbi-
trate these conflicts? The Forest Service must play the part of Sol-
omon—dividing the forest among these competing uses.

Nobody doubts that the Forest Service faces daunting challenges.
The Service is asked to reconcile competing interest groups in doz-
ens of remote locations every day. Part of the problem is that the
agency controls extraordinarily valuable resources. The value of the
common goods—such as watersheds and wildlife habitats—are in-
calculable. The value of other benefits add up to billions of dollars.
These benefits include fishing, hunting, hiking, canoeing, and other
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forms of recreation, as well as timber, mining, and other forms of
resource extraction.

In many ways, it is difficult to place exact values on the produc-
tion of the Forest Service. Part of the value created is very difficult
to ascertain. The part that should be calculable—benefits enjoyed
by a particular person—resource extraction and recreation, are also
difficult to determine.

Part of the key to this problem is accurate, timely financial infor-
mation. Citizens and Government officials can make informed pol-
icy judgments only if we have correct information. For the fiscal
year ending September 31, 1997, the Forest Service was required
to produce an audited financial statement. The March 1, 1998
deadline for this report has come and gone and we are still await-
ing the report. Nearly ever other agency has managed to accom-
g}ish this financial audit. The Forest Service is a laggard, well be-

ind other Federal agencies.

Part of the problem is outdated financial systems. In past years,
the Forest Service did not have a financial system capable of gener-
ating information needed by management even to determine how
well the agency was doing. Since it 1s impossible to get accurate in-
formation in Washington about Forest Service activities, many op-
eli)altions are run as local fiefdoms. This has led to a lack of account-
ability. _

The Forest Service is attempting to rectify these problems. How-
ever, since the Forest Service impacts the lives of millions of Amer-
icans, changes in the agency will receive great attention.

Take the recreation fee demonstration project. For several dec-
ades, the Federal Government has been relying on fees to an ever-
greater extent. Land agencies, such as the National Park Service
and the National Forest Service among others, have extensive
needs that cannot continue to be met adequately through annual
appropriations. Each year national treasures are neglected; there-
fore, we must examine the merits and demerits of using fees. Ques-
tions of access to the forest must be balanced against funding
shortfalls. This pilot program has been very controversial and has
generated much debate. That debate is healthy, and we all should
welcome a discussion of the role of the Forest Service in providing
a variety of goods and services.

Our witnesses today represent diverse groups from the Forest
Service, the General Accounting Office, and various private and in-
terest groups. We look forward to their testimony. I might say this
is the second hearing we have held on the Forest Service. The first
was in the White Mountains in New Hampshire. This is the sec-
ond, and the third will be in eastern Washington this coming Fri-
dﬁty. We have a very good panel of witnesses today and we welcome
them.

Let me explain a little bit of how we -operate. We are an inves-
tigative committee, the Subcommittee on Government Manage-
ment, Information, and Technology, of the House’s full Committee
on Government Reform and Oversight, and as such, all witnesses
before either the subcommittee or the full committee are under
oath when they testify. We have all read the statements. The state-
ment automatically goes in the record for each witness. So do not
ask to have it put in the record, for it is automatically in the
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record. What we would like the witnesses to do, so we can have
more time for a dialog and not just reading paper at each other,
is to summarize their statement. With the principal Government
witnesses from the General Accounting Office and the Forest Serv-
ice, we will give about 15 minutes apiece for their summary, and
with the other witnesses on panel two, we will probably give about
10 minutes for the summary. Panel two is a variety of people that
have great concerns about the forests.

The title of this hearing is “Oversight of the Management Prac-
tices at the U.S. Forest Service.” May I say they were not alone,
the laggards on the balance sheet. You should know that for the
first time in the history of the country, the Congress has extracted
a balance sheet from most Federal agencies and there has never
been a balance sheet ever devised in the Federal Government since
the first Congress met in New York in 1789.

Starting in 1994 in a bipartisan effort of Democrats and Repub-
licans in the then Democratic 103d Congress, we said you have 5
years, to the executive branch to get in order so that we can get
a balance sheet off of the entire branch to know where the money
is, where it is going, how is it funded and so forth, just as a cor-
poration, any non-profit, or any university would have to have. We
thought at that time there would be only two agencies that would
not make it. One would be the Internal Revenue Service, because
they showed us the balance sheet in 1993, and we thought they
were hopeless, and believe it or not, they made it. They have got
a decent balance sheet.

The other was the Pentagon, the Department of Defense. We did
not think they could ever balance a sheet, and we were right, they
still have not. We have been holding several different investiga-
tions on that. One of them, I titled a hearing, “What Have You
Done With the 25 Billion We Cannot Find?” Well, they came in
after 2 years of searching and they now have got it down to 10 bil-
lion, sfg we will give them another year and see if they can find the
rest of it.

What we have here is the need to go to the grassroots to talk to
real people that have tough decisions to make every day in the
management of one of our great national institutions, which is the
Forest Service, as well as the great recreation/conservation efforts
that are made in this country by various agencies. So we will be
talking a little bit about fiscal aspects and then we will get into
some general policy aspects.

I am delighted to have with me as a valued member of this com-
mittee, Mr. Tom Davis, a Member of Congress, U.S. Representative
from the northern Virginia area. Mr. Davis came to Congress many
years ago as a page and then rose to be a very prominent attorney
In his area, and was also head of the Fairfax County Board. In es-
sence, he ran much of that county, since in the east, there is a dif-
ferent type of county government generally than you have in the
west. He is also a subcommittee chair of the full committee,
chairing the District of Columbia Subcommittee and has done a

eat job in helping to turn the Washington administration around.
gf), I am glad to have him on this little adventure, and welcome.
Any opening remarks the gentleman has are welcome.

[The prepared statement of Hon. Stephen Horn follows:]
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“Oversight Hearing on Management Practices of the U.S. Forest Service.”
July 7, 1998

OPENING STATEMENT
REPRESENTATIVE STEPHEN HORN (R-CA)

Chairman, Subcommittee on Government Management,
Information, and Technology

A quorum being present, this hearing of the Subcommittee on Government Management,
Information and Technology will come to order. Today, we will examine the management
practices of the U.S. Forest Service.

The Forest Service was established in 1905 by Congress and President Theodore
Roosevelt. The President, in accordance with the Progressive movement, sought to run the
agency on scientific principles. The Forest Service today has a wide range of responsibilities and
is responsible for many valuable goods and services, including recreation, timber, watershed,
wildlife and fish.

S these responsibilities conflict with each other, in ways that are frustrating for
citizens. A citizen who wishes to swim in a river in a National Forest may find the river tainted
by minerals if extensive logging has occurred. A citizen who wishes to make a house from
timber harvested in a National Forest may pay more if the timber is unavailable. A citizen who
wishes to hunt may have difficulty doing so if a timber cut has destroyed an animal's habitats.
These priorities are occasionally in conflict. And who must arbitrate these conflicts? The Forest
Service must play the part of Solomon -- dividing the forests among these competing uses.

Nobody doubts that the Forest Service faces daunting challenges. The Service is asked to
reconcile competing interest groups in dozens of remote locations every day. Part of the problem
is that the agency controls ex dinarily valuabl The value of the common goods --
such as watersheds and wildlife habitats -- are incalculable. The value of other benefits add up to
billions of dollars. These benefits include fishing, hunting, hiking, canoeing and other forms of
recreation; timber, mining, and other forms of resource extraction.




In many ways, it is difficult to place exact values on the “production” of the Forest
Service. Part of the value created is incalculable. The part that ought to be calculable -- benefits
enjoyed by a particular person -- resource extraction and recreation -- are also difficult to
determine.

Part of the key to this problem is accurate, timely financial information. Citizens and
government officials can make informed policy judgments only if we have correct information.
For the fiscal year ending September 31, 1997, the Forest Service was required to produce an
audited financial statement. The March 1, 1998 deadline for this report has come and gone. We
are still awaiting the report. Nearly every other agency has managed to accomplish this financial
audit. The Forest Service is a laggard, well behind other Federal agencies.

Part of the problem is outdated financial systems. In past years, the Forest Service did
not have a financial system capable of generating information needed by management even to
determine how well the agency was doing. Since it is impossible to get accurate information in
Washington about Forest Service activities, many operations are run as local fiefdoms. This has
led to a lack of accountability.

The Forest Service is attempting to rectify these problems. However, since the Forest
Service impacts the lives of millions of Americans, changes in the agency will receive great
attention.

Take the recreation fee demonstration project. For several decades, the Federal
Government has been relying on fees to an ever-greater extent. Lands agencies, especially the
National Park Service and Forest Service, have extensive needs that cannot continue to be met
adequately through annual appropriations. Each year, national treasures are neglected.
Therefore, we must examine the merits and demerits of using fees. Questions of access to the
forest must be balanced against funding shortfalls. This pilot program has been very
controversial and has generated much debate. This debate is healthy, and we all ought to
welcome a discussion of the role of the Forest Service in providing a variety of goods and
services.

Our witnesses represent diverse groups from the Forest Service, the General Accounting
Office, and private groups. We look forward to their testimony.
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Mr. Davis. Mr. Chairman, I will be very brief. First of all, thank
you for holding these hearings. We both have talked, of course, to
some of the authorizin% committee members, Chairman Chenoweth
on the authorizing subcommittee and the like in coordinating to
make sure that the testimony here is shared with them and with
the full committee Chairman Smith and others.

Most of my district is inside the beltway. In the Washington area
where our flower—the flower of northern Virginia is the asphalt
cloverleaf. It is kind of a different culture altogether than we find
out in the west where we have a lot of national forests. I applaud
the chairman for holding these hearings and talking a little bit
about the Recreation Fee Demonstration Program and hearing tes-
timony on that, and, of course, the Knutson-Vandenberg Act, which
has evoked some controversy over the way those funds have been
utilized. Nothing brings more conflict to the House floor than For-
est Service issues when they come to the House floor, whether it's
during the appropriations debate or other environmental debates.

We have a diverse group to hear from today and I look forward
to hearing the testimony. I may not be able to stay for every part
of it because I have a plane to catch a little bit later, but I assure
you, I will read this testimony and share it with other members of
this subcommittee and the authorizing committee as well. I appre-
ciate everyone being here today.

Mr. Chairman, once again, tﬁanks for holding these hearings.

[The prepared statement of Hon. Tom Davis follows:]
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OPENING STATEMENT OF REPRESENTATIVE TOM DAVIS
Oversight of the Management of the Office of Workers’ Compensation Programs
Long Beach, California
July 6, 1998

Mr. Chairman, | am very pleased that the Committee is holding this hearing today to
address concerns that have arisen regarding the operation of the Office of Workers’
Compensation Programs (OWCP). I also want to thank our witnesses for being here today.

The role of the Workers’ Compensation Office is very important to our workers; [ know
that responsiveness and efficiency in the daily performance of OWCP is extremely critical to my
own constituents. However, I and many of my constituents have been frustrated by the persistent
lack of assistance and follow-up on the part of OWCP when we have submitted claims for their

attention.

Consistent failures to return phone calls, frequent changes in caseworkers handling
particular cases, and the occasional inability to locate needed case files are all instances
indicative of fundamental problems in the Workers’ Compensation Office. Furthermore, my
own Congressional inquiries receive similar unresponsive treatment from this office. Recently,
my District Director came away from a meeting with Mr. Michael Johnson, the OWCP District
25 Director, feeling even more fr d. From that ing, we discovered that the job
turnover for 2 caseworker in the OWCP is six months, and that a caseworker’s decision is seldom
questioned. I would like to give just a couple of of some probl faced by my
constituents and by me, in pursuing their cases:

[ On December 19, 1997, Mr. Gregory Scott called my office for help with his
workers’ compensation case that was first opened in March, 1996. The basis of
his claim was a recurrent injury to his lefi foot. He sought my assistance when he
continually received no response to his phone messages or any timely follow-up
in processing his case. The problems he encountered with OWCP include
unexpected interruptions in compensation payments, long delays in
reimbursement of out-of-pocket medical expenses, failure to correct errots in
dates and compensation, and failure to respond to letters. After prolonged delay
in action on Mr. Scott’s case, his request for an Oral Hearing was remanded back
to the OWCP for further review just last week.

FRINTED ON FECYCLED PAFER
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[ On December 30, 1997, I sent an inquiry to OWCP on behalf of Ms. Mariann
Smith. She suffered a knee injury from a fall at the Department of Defense and
has been seeking reimbursement for treatment on a claim which was already
accepted. On June 30th, I received a copy of a response addressed to Ms. Smith
that was dated April 20, 1998. The address for Ms. Smith was an old
address—Ms. Smith never received that letter.

While I understand that the OWCP is dealing with difficult cases and investigations on a
daily basis, progressive action must be taken to ensure that our constituents receive the
understanding and continuity they deserve when they seek their services. We must also be
concerned about the cost to taxpayers of an office whose purpose is to investigate and resolve
each of these cases in an efficient and timely manner. Since the notice of this hearing was
announced, [ have received a call from the OWCP asking if “we were caught up” on some
outstanding cases. However, 1 hope that we can explore ways to address these basic weaknesses
together and ensure the permanent improvement in the way the Workers’ Compensation Office
serves American citizens.

That concludes my opening statement, Mr. Chairman. I look forward to hearing the
testimony of our witnesses today.
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Mr. HORN. Well, we thank you for coming.

The first panel will come forward. We have Ms. Linda Calbom,
Director, Civil Audits, U.S. General Accounting Office; Mr. Jim
Meissner, Assistant Director of Resources, Community and Eco-
nomic Development, U.S. General Accounting Office; Mr. Ronald
Stewart, Deputy Chief for Programs and Legislation, U.S. Forest
Service; Mr. Michael Rogers, Forest Supervisor, Angeles National
Forest, U.S. Forest Service. If you, ladies and gentlemen, will stand
and raise your right hands.

[Witnesses sworn.]

Mr. HORN. The clerk will note that all four witnesses have af-
firmed, and we will start with Ms. Calbom, the Director of Civil
Audits. 1 might add, the U.S. General Accounting Office is part of
the legislative branch, it is a non-partisan agency. It has done out-
standing work since it was created in 1921 as part of the Budget
Act of that year which created the Bureau of the Budget for the
President, and we call on them regularly to go into situations and
look at not only the fiscal aspects but the programmatic aspects of
an agency. Are they acting in accord with the laws past by the
Congress or the Executive orders issued by the President? That is
ﬁha% :l?) are here to hear from them today, and we will start with

8. om.

STATEMENTS OF LINDA CALBOM, DIRECTOR, CIVIL AUDITS,
U.S. GENERAL ACCOUNTING OFFICE; JIM MEISSNER, ASSIST-
ANT DIRECTOR OF RESOURCES, COMMUNITY AND ECO-
NOMIC DEVELOPMENT, U.S. GENERAL ACCOUNTING OFFICE;
RONALD STEWART, DEPUTY CHIEF FOR PROGRAMS AND
LEGISLATION, U.S. FOREST SERVICE; AND MICHAEL ROG-
ERS, FOREST SUPERVISOR, ANGELES NATIONAL FOREST,
U.S. FOREST SERVICE

Ms. CALBOM. Thank you. I will be very brief. I have prepared a
summary of my statement, so I will not need to take the——

Mr. HORN. You have 15 minutes, so——

Ms. CaLBoM. I think that will be plenty of time.

Anyway, Mr. Chairman and Mr. Davis, I am pleased to be here
to discuss our work on Forest Service financial management issues.
As you know, the problems at the Forest Service are very deep
seated with regard to its financial accounting and reporting sys-
tems.

In July 1996, the USDA Inspector General issued an adverse
audit opinion, thereby concluding that Forest Service’s 1995 finan-
cial statements were in effect totally unreliable. The IG’s findings
represented a continuing pattern of unfavorable conclusions about
the Forest Service’s financial statements. For 1996, the Forest
Service did not prepare financial statements but chose instead to
work on resolving some of the problems that had been identified in
1995.

As you have mentioned, Mr. Chairman, they are in the process
of preparing financial statements for 1997. We understand the IG
is in the process of finalizing his report on those statements. I
i.hink they should be out shortly, but you are correct, they are quite
ate.
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Today, I will focus primarily on the analysis that we did of the
1995 statements, those being the last available. This audit dis-
closed a number of very serious financial management weaknesses,
and most of these do continue to persist. I will also just touch brief-
ly on Forest Service plans to address some of these weaknesses.

The 1995 audit disclosed the fact that there were significant re-
porting errors in the financial statements and supporting records.
There was a lack of adequate policies and procedures to safeguard
assets against unauthorized acquisition, use and disposition. And
also, there was an inability to track accurately revenues and costs.
Just to give you a few examples of the types of problems that they
were having, there was $45 million in accounts receivable amounts
owed to Forest Service from other agencies that was double count-
ed. This, in effect, can overstate your budgetary resources avail-
able. So this was a significant problem that was found.

There were amounts due to others for contracted services that
had to be estimated because Forest Service did not have a system
where they could track the percentage of work completed. So they
did not know how much was owed to these contractors at any point
in time. And there was a $38 million adjustment to accounts pay-
able, based on an analysis Forest Service did, that had to be made
at year end.

Also, there was not a reliable system for tracking the 378,000
miles of roads that the Forest Service owns. I might just note, that
is more than the mileage of our entire national highway system.
They did some initial inventory counts on these roads. They are
still working on them. In one region alone, there was $1.3 billion
worth of these roads that were identified that had not been pre-
viously recorded.

And finally, Forest Service did not have adequate systems to ade-
quately track revenues and total program and operating costs
agency-wide. For example, they could not come up with the cost of
fighting some major fires. This is again back in the 1995 report.

These are just a few of the problems the IG found in their 1995
audit. And these types of problems can lead to mismanagement
and misuse of assets. They can lead to unnecessary budget re-
quests and certainly inaccurate performance measures which, of
course, is a big focus, you know, of late. And certainly, they are in-
dicative of a general lack of accountability.

The Forest Service in conjunction with the USDA chief financial
officer and the IG has been working very diligently to try to resolve
these problems. The goal was to correct the major deficiencies by
the end of fiscal year 1999; however, because the problems are so
deep seated progress has been very slow and it is not clear whether
they will be able to meet that goal of correcting the problems by
fiscal 1999. We understand that the IG’s recently concluded audit
will again result in an unfavorable report, and that the same major
gnaqcial management deficiencies continue to persist at the Forest

ervice.

That concludes my statement and I will be glad to answer any
questions at the appointed time.

Mr. HorN. Thank you very much. What we are going to do is
have your colleague also start and then we will yield to the Forest
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Service and then when all of that formality is done, we will get to
questions for everybody and have a dialog.

So we have now Mr. James K. Meissner, the Associate Director
for Energy Resources and Science Issues, Resources, Community,
ia_nd Economic Development Division, U.S. General Accounting Of-
ice.

[The prepared statement of Ms. Calbom follows:]
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Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today to discuss the results of our work examining weaknesses in
the Forest Service's financial accounting and reporting systems reported by the United
States Department of Agriculture's (USDA) Office of Inspector General (IG). The Forest
Service has been plagued by continuing financial management problems as evidenced by
the IG's adverse opinion on the Forest Service's fiscal year 1995 financial statements.
Due to the severity of these problems, the Forest Service did not prepare financial
statements for fiscal year 1996, but chose instead to focus its efforts on problem
resolution. Financial statements were prepared for fiscal year 1997, and the audit of
those statements is near completion; as of July 1, 1998, the USDA IG was finalizing its
report. Today, I will focus primarily on the fiscal year 1995 audit results which disclosed
a number of serious weaknesses, most of which still exist today. I will also briefly
discuss the Forest Service's plans to address these weaknesses. While some progress has
been made, many hurdles still exist before the Forest Service will be able to achieve

financial accountability.

HISTORY OF FINANCIAL SHORTCOMINGS

In July 1996, the USDA IG issued an adverse audit opinion, thereby concluding that the
Forest Service's financial statements for fiscal year 1995 were unreliable overall. The IG's

findings represented a continuing pattern of unfavorable conclusions about the Forest

Page 1
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Service's financial statements. For fiscal year 1992 the IG also issued an adverse opinion
due to the overall unreliability of the statements. For fiscal years 1993 and 1994, the IG
issued qualified audit opinions and reported that the Forest Service's financial statements
were unreliable due to pervasive errors in the field level data supporting the land,
buildings, equipment, accounts receivable, and accounts payable accounts. Thus, many of
the shortcomings in the Forest Service's accounting and financial data and information
systems that continue to plague the agency today are largely attributable to long-standing

problems.

Among the more serious shortcomings cited by the IG in its report on the fiscal year 1995

financial statements were that the Forest Service

- had significant reporting errors in its financial statements and the records that

support those statements;

- could not demonstrate that its policies and procedures adequately safeguarded

assets against unauthorized acquisition, use, or disposition; and

- lacked financial systems that could accurately track revenues and costs.

These shortcomings are discussed in greater detail below.

Page 2
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Errors in Financial Statements

The IG's report on the fiscal year 1995 financial statements and the notes to the financial

statements identified numerous financial reporting errors. For example:

Page 3

Estimated amounts of $45 million due to the Forest Service from other federal
agencies (accounts receivable) for reimbursable services provided were double
counted on the Forest Service's financial records. This type of error called into
question the validity of receivables and reimbursement activity reported by the
Forest Service and potentially impaired meaningful analysis of such activity.
Additionally, since these data were drawn from the same database used to produce
budgetary information, misstatement of reimbursable services could have resulted

in misstatement of budgetary resources available to carry out program activities.

The Forest Service did not have a system that allowed it to accurately track
amounts it owed to others (accounts payable) for contracted services. While the
system could determine the amount the Forest Service obligated, it could not
readily determine the percentage of work completed or the amount owed to the
contractor. As a result, Forest Service managers had to resort to estimation of
these amounts based on statistical sampling and testing of year-end obligations
incurred. Based on this testing, the Forest Service concluded that accounts

payable were understated by approximately $38 million, and it adjusted its records
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accordingly. While the Forest Service's weaknesses in accounting for payables
were not indicative of whether or not the Forest Service overobligated funds, they
precluded the Forest Service from readily knowing costs it had incurred and

amounts it owed on projects at any given point.

These errors in basic financial records demonstrated that the Forest Service was not
always able to determine the amount of funds spent, reimbursements it should have
received, or the validity of recorded assets and liabilities. Certain of these financial
reporting errors also indicated potential errors in budgetary data, particularly with regard
to improperly reported reimbursements, which directly impact the amount of budgetary
resources available. These errors also hampered Forest Service managers' ability to
accurately report program performance measures as well as monitor income and spending

levels for various programs and activities.

Lack of Policies and Procedures to Safeguard Assets

The IG report disclosed that the $7.8 billion in property, plant, and equipment reported by
the Forest Service was erroneous because records for these assets were not consistently
prepared, regularly updated, or supported by adequate documentation. Therefore, the
correct quantities and costs of these assets were not determinable. Without systems in

place to accurately track these assets, the Congress had no assurance that Forest Service

Page 4
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requests for additional funds to construct new roads and buildings and acquire new

equipment were warranted.

For example, the Forest Service lacked a reliable system for tracking its reported 378,000
miles of roads,’ which we determined exceeds the mileage of the national highway
system. The Forest Service started performing inventory counts in fiscal year 1995 in an
effort to capture the amount invested in roads it owns. These initial counts identified
$1.3 billion of roads in one region alone that had not been previously recorded. At that
time, Forest Service officials estimated that this process would take several years to

complete nationwide.

The IG also reported inadequate safeguarding policies and procedures for equipment.
Equipment is susceptible to theft or misplacement because generally it can readily be
moved from one location to another. The lack of adequate procedures to account for
equipment substantially increased the risk that items could be stolen without detection or
be misplaced and consequently not available when needed. Also, the Forest Service's
inability to identify certain equipment it owned and its location could have hampered
activities of the Forest Service that utilized that equipment. This situation could also have
resulted in the Forest Service requesting additional appropriations to replace stolen or

misplaced equipment.

"The miles of roads are reported in the Forest Service's 1995 Report of the Forest Service.
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Lack of Systems to Track Revenues and Costs

The IG also concluded that the Forest Service did not have adequate systems to track
revenues and total program and operating costs agencywide. For example, the 1G
reported that the Forest Service could not calculate the costs of large fires without
manually adjusting the accounting systems. Additionally, our prior work disclosed the
Forest Service's inability to capture the revenues and related costs of various programs
and activities.” This capability is especially important because the Forest Service should
have accurate historical revenue and cost data that can be used as the basis for
determining the amount of money to request from the Congress to fund future projects
and operations. The ability to track costs and revenue is also important for the Forest
Service given its (1) relatively unique role in collecting revenues from timber sales and
fees from activities, such as grazing and national forest use, and (2) authority and

flexibility in using a portion of those revenues to carry out certain missions.

Forest Service officials determined that planned corrective actions could not be
completed in time to improve the Forest Service's fiscal year 1996 financial data. As a

result, the agency did not prepare financial statements for fiscal year 1996. Instead, the

Letter dated June 19, 1996, from GAO to the Chairmen of the House Committee on the
Budget and the House Committee on Resources.
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Forest Service, USDA's Office of the Chief Financial Officer (OCFO), and the 1IG agreed to

work together to address the problems identified in the fiscal year 1995 IG audit report.

The Forest Service's goal was to correct some of the deficiencies during fiscal year 1997
and to achieve financial accountability by the end of fiscal year 1999. In August 1997, we
reported® that it was doubtful that the Forest Service could achieve financial
accountability by the end of fiscal year 1999 if management and staff commitment
wavered, planned tasks were not accomplished, and sufficient resources were not
provided. Our most recent report in February 1998* concluded that while corrective
measures were under way, few of the problems reported by the IG in the fiscal year 1995
audit report had been fully resolved. Thus, we reported, it was not yet clear whether the
Forest Service would be successful in its efforts to resolve these problems by the end of

fiscal year 1999.

The IG recently concluded its audit of the Forest Service's fiscal year 1997 financial
statements and was preparing its report as of July 1, 1998. However, we understand that
because of the continuing financial accounting and reporting shortcomings, the IG will

issue an unfavorable report on the fiscal year 1997 statements.

Financial Management: Forest Service's Progress Toward Financial Accountability
(GAO/AIMD-97-151R, August 29, 1997).

rest ice: s of Pro, Toward Financial Accountability (GAO/AIMD-98-84,
February 27, 1998).
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Mr. Chairman, this concludes my statement. I would be glad to answer any questions that

you or the Members of the Subcommittee may have.

Page 8
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Mr. MEISSNER. Mr. Chairman and Mr. Davis, Linda and I rep-
resent different parts of GAO. Linda represents the accounting
piece and I represent the program piece, but in this particular tes-
timony today we support each other. I will be talking about the K—
V Fund, or the Knutson-Vandenberg Fund, as an example of what
Linda talked about earlier in terms of financial management prob-
lems in the Forest Service. So we are working together today.

We appreciate the opportunity to be here today to provide infor-
mation on some of our work on the Forest Service’s Knutson-Van-
denberg Fund, commonly referred to as the K-V Fund. Essentially,
this fund is the primary source of the Forest Service moneys used
for the reforestation of timber harvest areas. The fund is also used
to improve timber stands and other renewable resources within
harvested areas. Although the amount of expenditures from the K-
V Fund may vary from year to year, last year, 1997, a little more
than $166 million was expended.

As requested, our statement today is drawn primarily from our
June 1996 report on the shortcomings of the administration of the
K-V Fund. The report addressed the following four issues: (1) The
transfers from the K-V Fund that have not been fully restored; (2),
the effect of unrestored transfers on planned projects; (3) the lack
of financial information to ensure compliance with the K-V Act re-
quirements; and (4) the lack of a standardized methodology for cal-
culating and limiting program support costs, commonly called over-
head. We will also discuss the Department of Agriculture’s subse-
quent actions on our recommendations.

In summary, between 1990 and 1996, $645 million was trans-
ferred from the K-V Fund which had not been reimbursed. To as-
sist the Congress in its consideration of any future requests for ap-
propriations to restore previously transferred funds, we rec-
ommended that the Secretary of Agriculture report to the Congress
on the financial status of the K-V Fund. Since our report, the De-
partment has begun providing the Congress with additional infor-
mation on the financial status of the fund. In fiscal 1997, the Con-
gress acted on that information by providing $202 million in addi-
tional money to at least partially reimburse the K-V Fund. At the
beginning of fiscal year 1998, the K-V Fund still had an unrestored
balance of $493 million.

The Secretary of Agriculture has not directed the Forest Service
to revise the list of K~V projects to take into account the actual
balance in the K-V Fund, as we have recommended. The Depart-
ment stated that it would not require such a list until it was cer-
tain that the K-V Fund was going to run out of money.

Although the K-V Act requires the K-V Fund expenditures in
one sale area be limited to amounts collected in the same area, the
Forest Service does not collect expenditure data on a sale-by-sale
basis. We recommended that the Secretary of Agriculture direct the
Forest Service to perform an analysis of alternatives to obtain the
financial data necessary to ensure compliance with the act. The De-
partment of Agriculture has not implemented our recommendation.
The Secretary of Agriculture indicated that he did not believe such
an analysis was necessary and that the Forest Service methods ful-
filled the requirements of the act.
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At the time of our 1996 report, the Forest Service did not have
a system in place to ensure the consistent handling of program
support charges for the K-V program. We recommended that the
Secretary of Agriculture require all organizational units to use a
standardized methodology for assessing and withholding the sup-
port costs for the K-V program that would limit expenditures for
program support to the amounts collected for such purposes. Since
the time of our report, the Forest Service has completed an anal-
ysis of the methodological changes that are needed to standardize
the Forest Service’s practices for assessing and withholding pro-
gram support costs for the K-V program and the results of their
work should be finally published in September 1998.

To add a little bit of background to what the Forest Service may
be talking about in some of their response, I will just read a couple
of more items and then I will turn it back over to you.

The Knutson-Vandenberg Trust Fund allows portions of receipts
from timber sales to be deposited in the K-V Fund to be used to
reforest timber sale areas. In addition to being used for planting
trees, these deposits may also be used for eliminating unwanted
vegetation and for protecting and improving the future productivity
of renewable resources on forest lands in sale areas, including sale
area improvement operations, maintenance, construction, and wild-
life habitat management.

Reforestation is needed where timber harvests or natural disas-
ters have depleted the existing timber stands. In fiscal 1997, about
$166 million was expended from the K-V Fund for reforestation
and related projects. The majority of the K-V moneys—about $115
million—was used to fund tiirect reforestation activities. In addi-
tion to the direct reforestation expenditures, about 51 million was
used for costs incurred to support and manage the reforestation
program, such as rents, utilities, computer programs and the sala-
ries of pro%'ram support staff,

Federal law permits the Forest Service to trensfer amounts from
the K-V Fund to supplement the Forest Service’s firefighting funds
when emergencies arise. The Forest Service is not authorized to re-
store those amounts that have been transferred. Congressional ac-
tion is required.

The Forest Service’s oversight and management of the K-V Fund
and the reforestation program are very decentralized. Forest Serv-
ice headquarters and the nine regional offices establish policy and
provide technical direction to forest offices. The forest offices, in
turn, provide general oversight to district offices and help the dis-
tricts plan K-V projects. The district ranger is responsible for over-
seeing the planning and implementation of actual K-V projects.

Mr. Chairman, on the basis of the Department of Agriculture’s
response to our recommendations, it appears that it has taken posi-
tive actions to better inform the Congress about the magnitude of
transfers from the K-V Funds for emergency firefighting activities
and has recognized the need for a standard methodology. The De-
partment of Agriculture has not implemented our recommendations
concerning revising a list of K-V projects downward to recognize
the unrestored balance, and it has not accepted on it has not come
up.with an alternative to sale-by-sale accounting on the K-V funds.
We continue to believe that actions are needed in these two areas.
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We will be pleased to respond to any questions that you and Mr.
Davis might have.

Mr. HORN. Well, we thank you very much. We will now turn to
the Forest Service, and I must say, that has historically been one
of the most professional groups in the U.S. Government, starting

with that great figure at the early turn of the century, Gifford Pin-
chot, Chief Forester.

I have been to school at the graduate level with a number of peo-
le from the Forest Service. They, as with the military, have be-
ieved in investing resources in their people to improve them

through higher education.

So we welcome here today, Mr. Ronald Stewart, the Deputy Chief
for Programs and Legislation of the U.S. Forest Service. Mr. Stew-
art

[;I‘he prepared statement of Mr. Meissner follows:]
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Mr. Chairman and Members of the Subcommittee:

We appreciate the opportunity to be here today to provide information on some
of our work on the Forest Service's Knutson-Vandenberg Trust Fund, commonly
referred to as the K-V Fund. Essentially, this fund is the primary source of Forest
Service moneys used for the reforestation of timber harvest areas. The fund is also
used to improve timber stands and other renewable resources within the harvested
areas. Although the amount of expenditures from the K-V Fund may vary from year to
year, expenditures for fiscal year 1997 were a little more than $166 million.

As requested, our statement today is drawn primarily from our June 1996 report*
on shortcomings in the administration of the K-V Fund. The report addressed the
following issues: (1) the transfers from the K-V Fund that have not been fully restored,

(2) the effect of unrestored transfers on planned projects, (3) the lack of financial
information to ensure compliance with the K-V Act requirements, and (4) the lack of a
standardized methodology for calculating and limiting program support costs. We will
also discuss the Department of Agriculture's subsequent actions on our

recommendations to improve the management of the K-V program. In summary:

— Between 1990 and 1996, $645 million was transferred from the K-V Fund to
support emergency firefighting activities that was not reimbursed. To assist
the Congress in its consideration of any future requests for appropriations to
restore previously transferred funds, we recommended that the Secretary of
Agriculture report to the Congress on the financial status of the K-V Fund. The
Department has begun providing the Congress with additional information on
the financial status of the K-V Fund. In fiscal year 1997, the Congress acted
upon that information by providing $202 million to partially repay moneys

Knutson-Vandenberg Fund (GAO/RCED—96-15 June 21, 1996).

1
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transferred from the K-V Fund. At the beginning of fiscal year 1998, the K-V
Fund had an unrestored balance of about $493 million.

The Secretary of Agriculture has not directed the Forest Service to revise the
list of planned K-V projects to take into account the actual balance in the K-V
Fund, as we recommended. The Department stated that it would not require
such a list until it was certain that K-V funding for the year was inadequate.

Although the K-V Act requires that K-V Fund expenditures in one sale area be
Limited to amounts collected in the same area, the Forest Service does not
collect expenditure data on a sale-by-sale basis. We recommended that the
Secretary of Agriculture direct the Forest Service to perform an analysis of
alternatives (including the costs and benefits of each alternative) to obtain the
financial data necessary to ensure that the K-V Fund's expenditures in one sale
area are limited to the amounts collected from that area, as required by the K-
V Act. The Department of Agriculture has not implemented our
recommendation. The Secretary of Agriculture indicated that he did not
believe such an analysis was necessary and that the current Forest Service

methods fulfilled the requirements of the K-V Act.

At the time of our 1996 report, the Forest Service did not have a system in
place to ensure the consistent handling of program support charges for the K-V
program agencywide. We recommended that the Secretary of Agriculture
require all organizational levels to use a standardized methodology for
assessing and withholding the support costs for the K-V program that would
limit expenditures for program support to the amounts collected for such
purposes. Since that time, the Forest Service has completed an analysis of the
methodological changes that are needed to standardize the Forest Service's
practices for assessing and withholding program support costs for the K-V

program and the results of the agency's work should be implemented when the

2
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practices become part of the Forest Service's directives in September 1998,

BACKGROQUND

The Knutson-Vandenberg Trust Fund, as authorized by the Act of June 9, 1930, as
amended (16 U.S.C. 576-576b), allows portions of the receipts from timber sales to be
deposited into the K-V Fund to be used to reforest timber sale areas. In addition to
being used for planting trees, these deposits may also be used for eliminating
unwanted vegetation and for protecting and improving the future productivity of the
renewable resources on forest land in sale areas, including sale area improvement

operations, maintenance, construction, and wildlife habitat management.

Reforestation is needed where timber harvests or natural disasters have depleted
the existing timber stands. In fiscal year 1997, about $166 million was expended from
the K-V Fund for reforestation and related projects. The majority of the K-V moneys—
about $115 million in fiscal year 1997-was used to fund direct reforestation activities.
In addition to the direct reforestation expenditures, about $51 million was used for
costs incurred to support and manage the reforestation program, such as rents,
utilities, computer equipment, or the salaries of program support staff.

Federal law permits the Forest Service to transfer amounts from the K-V Fund, as
well as other Forest Service appropriations, to supplement the Forest Service's
firefighting funds when emergencies arise. The Forest Service is authorized to
advance money from any of its appropriations and trust funds to pay for fighting
forest fires. The Forest Service is not authorized to restore amounts so transferred.
Congressional action is required to restore such funds.

The Forest Service's oversight and management of the K-V Fund and the
reforestation program are decentralized. Forest Service headquarters and the nine
regional offices establish policy and provide technical direction to forest offices. The

3
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forest offices, in tum, provide general oversight to district offices and help the
districts plan K-V projects. The district ranger is responsible for overseeing the

planning and implementation of K-V projects.

-V FUND NOT BE LY REIMB

Between 1990 and 1996, the Forest Service transferred about $645 million from
the K-V Fund for emergency firefighting activities that had not been fully reimbursed.
Since these transfers had not been reimbursed, these funds were unavailable for K-V
projects. In the past, when such transfers were made, the Department of Agriculture
requested and received supplemental appropriations to restore the transferred moneys,
generally within 2 years of the original transfer. However, in more recent time, the
Department of Agriculture had not submitted a request for a supplemental
appropriation to the Congress. It was not until March 15, 1996, that the Department of
Agriculture submitted a request for supplemental appropriations to the Office of
Management and Budget for the $420 million transferred during fiscal years 1990, 1992,
and 1995. After an additional $225 million was transferred from the K-V Fund in 1996,
the Congress, in 1997, provided $202 million from the emergency firefighting
appropriation as a partial reimbursement of the K-V Fund. At the beginning of fiscal
year 1998, the K-V Fund had an unrestored balance of about $493 million.

To provide the Congress with the information it needs to consider any future
requests for appropriations to restore previously transferred funds, we recommended
that the Secretary of Agriculture report to the Congress on the financial status of the
K-V Fund. The Department of Agriculture has informed the Congress about the
general dimensions of the K-V funding issue on several occasions, and that information
has resulted in some replenishment of the K-V fund. For example, the Fiscal Year
1997 Omnibus Appropriation Bill provided additional appropriations for emergency
firefighting, and $202 million was apportioned to the K-V Fund in January 1997. In
addition, the Department has begun providing the Congress with information on the K-

4
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V Fund balance at the beginning of each fiscal year, expected K-V collections during
the year, and expected K-V expenditures so that the impact of future firefighting

transfers can be assessed.

UNRESTORED FIREFIGHTING TRANSFERS
JEOPARDIZE SOME PLANNED PROJECTS

Although the Forest Service acknowledged that failure to restore the amounts
transferred from the K-V Fund would potentially disrupt the K-V program, forest and
district offices continued to operate and plan for future reforestation projects as if the
transfers had not occurred. Furthermore, the Forest Service had not informed the
Congress of the impact that the funding shortfall would have on the agency's
reforestation activities or developed a plan or strategy for reallocating the remaining
funds to the highest-priority projects.

Although timber receipts of as much as $200 million had been added to the fund
annually, the Forest Service will not be able to pay for all of its planned projects,
estimated in fiscal year 1996 at about $942 million, unless the moneys transferred from
the K-V Fund for firefighting purposes are restored.

We recommended that if the administration decides not to forward to the
Congress the Department's request for restoration of the funds transferred for
firefighting purposes, or the Congress decides not to restore these funds during the
fiscal year 1997 budget considerations, the Secretary of Agriculture should direct the
Chief of the Forest Service, by the end of fiscal year 1997, to revise the list of planned
K-V projects to take into account the actual balance in the K-V Fund.

The Department has not implemented this recommendation and believes that the
Forest Service had sufficient funding to meet all K-V requirements for 1998 and that
revising the list of K-V projects downward to match the reduced K-V funding would be

5
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both speculative and not creditable. The Department added that it would not require
such a list until it was certain that K-V funding for the year was inadequate. In that
event, it would provide the Congress with a generic description of the types of K-V

activities that would be dropped.

FOREST SERVICE CANNOT ENSURE COMPLIANCE
WITH THE K-V ACT'S REQUIREMENT

The K-V Act requires that the K-V Fund expenditures in any one sale area not
exceed the amount collected in that sale area. To facilitate the management of K-V
projects and the accounting for K-V funds, however, the Forest Service allows each
forest to pool its K-V collections for each timber sale into a forest-level fund,
commonly called a K-V pool. At the end of each fiscal year, each forest is required to
create a balance sheet showing the cash available for its K-V projects, the projected
collections from ongoing sales, and the estimated costs for planned projects.

The Forest Service does not have the financial management information and
controls needed to ensure compliance with the K-V Act prohibition limiting K-V Fund
expenditures on individual sale areas to the collections from those same sale areas.
Collections are recorded for individual sales, whereas expenditures are managed and
recorded in total at the district level rather than by individual sales. By allowing each
forest to pool K-V collections without adequate financial controls and information, the
Forest Service cannot ensure that trust fund expenditures do not exceed collections

for a given sale area.

We recommended that the Secretary of Agriculture direct the Chief of the Forest
Service to perform, in consultation with the Chief Financial Officer, an analysis of
alternatives (including the costs and benefits of each alternative) to obtain the
financial data necessary to ensure that the K-V Fund's expenditures in one sale area
are limited to the amounts collected from that area, as required by the K-V Act.

6
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The Secretary of Agriculture did not request that the Forest Service analyze
alternatives to the sale-by-sale accounting system that would ensure compliance with
the K-V Act. The Secretary indicated that he did not believe such an analysis was
necessary and that the current Forest Service methods fulfilled requirements of the K-
V Act. We continue to believe that the Forest Service's current information systems
and controls do not provide assurance that the expenditures in one sale area do not

exceed the collections from that sale area as required by law.

FOREST SERVICE LACKS AN EFFECTIVE METHOD
FOR C TING AND LIM PRO SUPPO

The Forest Service collects a certain amount of K-V funds on each timber sale to
pay for the costs of supporting the program at all organizational levels. The regions
and forests issue guidance that specifies the percentage of K-V funds that should be
collected from individual sale areas to support the program at the forest, regional, and
Washington offices. The agency's overall guidance, however, does not explain how
individual regions or forests should calculate and limit amounts for program support.
If the allocations for support costs are not limited to the amount collected, however,

funds available for project expenditures in sales areas could be insufficient.

Only one forest we visited during our 1996 review limited its use of K-V funds for
program support to the amounts collected for that purpose. For three of the forests,
the regions did not restrict their expenditures for program support to the amounts that
had been collected, nor did the forests limit the amount spent for program support at
the forest level. For example, if a project costs $100, the forest might instruct the
district to collect an additional 20 percent of the project's cost, or $20, to cover the
cost of supporting the program. When the forest allocated funds for a project to the
district, it withheld funds to cover the forest's support costs. However, rather than
limiting these withholdings—to continue our example—to 20 percent of the project's
cost, or $20, the forest would withhold 20 percent of the total cost ($120) or $24. This

7
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method of determining support costs would reduce the amount available for project

work to $96, $4 less than the projected need.

We recommended that the Secretary of Agriculture direct the Chief of the Forest
Service to require all organizational levels to use a standardized methodology for
assessing and withholding the support costs for the K-V program that would limit
expenditures for program support to the amounts collected for such purposes.

The Secretary of Agriculture directed the Chief of the Forest Service to establish
a standardized methodology for assessing and withholding program support costs for
the K-V program, and the Forest Service formed a task force to recommend what that
standardized methodology would be. The task force completed its work in November
1997, and the Forest Service estimates that the corrective action will be fully
implemented when the recommended changes become part of the agency's directives
in September 1998.

Mr. Chairman, on the basis of the Department of Agriculture's response to our
recommendations, it appears that it has taken positive actions on our
recommendations to better inform the Congress about the magnitude of transfers from
the K-V Fund for firefighting purposes and the need to establish a standardized
methodology for assessing and withholding program support costs for the K-V
program. The Department of Agriculture has not implemented our recommendations
conceming revising the list of K-V projects downward because of inadequate funding
or performing an analysis of alternatives to a sale-by-sale accounting of K-V Fund
expenditures. We continue to believe that action is needed in these areas. We will be
pleased to respond to any questions that you or the Members of the Subcommittee

may have.

(141233)
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Mr. STEWART. Thank you, Mr. Chairman, and Mr. Davis. I am
pleased to be here with you this morning to discuss with you man-
agement practices of the Forest Service.

I would like to share with you some of the steps that we are tak-
ing to address some of the specific concerns about management and
accountability, related to the recreation fee demonstration program,
financial management, and to the overhead costs for the Knutson-
Vandenberg Fund, or so-called K-V Fund. I believe that, Mr.
Chairman and Mr. Davis, we share a common view of maximizing
the public benefits of each dollar that the Forest Service spends,
and I assure you that the Chief and leadership of the Forest Serv-
ice are committed to correcting the deficiencies in our financial
management system.

I would like to give you just a brief overview from a national per-
spective on these issues and then that will be followed by a local
view provided by Mike Rogers, the Forest Supervisor on the Ange-
les National Forest.

First of all, the Forest Service consists of three components, the
National Forest System where we manage more than 191 million
acres of public land in the United States, under a multiple-use
mandate; research and development where we conduct studies and
provide scientific information related to the management, use and
protection of all of the Nation’s natural resources; and finally, State
and private forestry, where we provide information, technical as-
sistance, and financial assistance through the State foresters to
help assure sound stewardship of the Nation’s State and private
forest lands.

The Forest Service operates under a number of mandates, includ-
ing the Multiple-Use Sustained Yield Act of 1960, the National For-
est Management Act of 1976, the Forest and Rangeland Renewable
Resources Planning Act of 1974, the Forest and Rangeland Renew-
able Resources Research Act of 1978, and the Cooperative Forestry
Assistance Act of 1978. We also operate under a number of envi-
ronmental laws enacted to protect the Nation’s environment, such
as the Endangered Species Act, the Clean Water Act, the Clean Air
Act, and the NationaFEnvironmental Policy Act.

With over 28,000 full time employees and a total work force, par-
ticularly this time of year with fires season, of up to 43,000, the
Forest Service’s job is complex, as Mr. Chairman, you recognized
in your opening comments. We often find ourselves caught in the
midst of social change, shifting priorities, and oftentimes between
conflicting political priorities. It is critical that we have sound busi-
ness management practices to ensure that the monetary and
human resources which are entrusted to us are used in a wise
manner. We fully support and remain committed to the full imple-
mentation of all of the laws which define the Nation’s environ-
mental policies and our mandates.

I would first like to address the Recreation Fee Demonstration
Program. First of all, just a little bit of background. Almost 95 per-
cent of all Americans engage in some sort of outdoor recreation
every year. The national forests are the largest single supplier of
public outdoor recreation, posting 850 million visits in fiscal year
1997, and that number is growing, expected to be nearly a billion
by the year 2000.
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Congress authorized the Recreation Fee Demonstration Program
in fiscal year 1996. The program authorized the Forest Service and
the public land agencies, the Department of Interior, to test the col-
lection, retention, and re-investment of new recreation admission
and user fees on up to 100 projects in each agency. Before this pro-
gram, the Forest Service was limited to charging user fees at a lim-
ited number of sites and could not retain collections for use at the
charge sites or anywhere else in the National Forest System. We
must meet our recreation objectives through creative and innova-
tive approaches, such as a fee demonstration program, partner-
ships, and volunteers.

The Forest Service aggressively began implementing the program
in June 1996. At the end of fiscal year 1997, receipts grossed over
$8 million from the 40 projects ongoing in that initial year. An ad-
ditional 52 projects will begin collection during this fiscal year and
the next fiscal year in 28 States and in all of the Forest Service
regions. In fiscal year 1997, the program provided a much needed
$8.7 million for critical recreation investments and improved cus-
tomer services.

The Forest Service strongly supports the Recreation Fee Dem-
onstration Program as an essential part of meeting the increased
demand for quality recreational facilities and services to the public.
It is essential that base-level appropriations for recreation continue
so that we can demonstrate a clear value added to the public for
the fees they pay.

Based on survey results, the public generally accepts the fees as
long as most of the money goes back to improve the area they are
paying for. However, some very much dislike paying fees for what
they have historically enjoyed for free. Acceptance is increasing
over time as the public becomes aware of the program and begins
to see positive results from the investments back into the areas
that they are using.

Mr. Chairman, I strongly believe that long term implementation
of the Recreation Fee Demonstration Program is necessary to keep
up with the rapidly increasing demands placed on Federal recre-
ation facilities. We will continue to evaluate the program through
the testing period and share with you and the American public
what we have learned.

About financial management, I know that you have heard, espe-
cially here this morning, some of the problems we face with our fi-
nancial management systems and those are really only some. In
fact, the chief testified in a historic joint committee hearing on
March 26, specifically to address financial management and ac-
countability in the agency. We clearly admit we have problems, we
do take them quite seriously and we are taking significant actions
to improve our financial management and accountability to Con-
gress and the public, but as you heard this morning, we have a
long way to go.

So far, we have implemented a major restructuring of the busi-
ness operations of the Forest Service to give equal weight to the
business side of it as we have given to the natural resource side.
This includes hiring a chief operating officer from the private sec-
tor, a former CEO of a couple of corporations, and recruitment of
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a chief financial officer to focus on all of the financial affairs of the
agency.

We have reduced our work force by 15 percent, almost 25 percent
in the national headquarters alone, consolidated administrative
and business offices, developed public-private partnerships to de-
liver agency services for less money, and established customer serv-
ice standards in order to reduce the costs of delivery of our pro-
grams.

The chief has announced a natural resources agenda for the 21st
century that will focus the agency on high-priority actions and ac-
tivities to improve health of the land and better define our multiple
use program.

We are working with Congress to implement the Government
Performance and Results Act of 1993. This includes implementing
land-based and business management performance measures in
every line officer’s individual performance standards. We anticipate
specific congressional oversight on our performance as outlined in
our fiscal year 1999 annual performance plan, which is the first
that anybody has produced—that also governmentwide—it is the
first time the Government has produced strategic plans for every
agency, and performance plans for every agency.

We are implementing an integrated accounting system, the
Foundation Financial Information System, which when imple-
mented will enable policymakers and managers to quickly find and
understand the costs associated with specific activities. I will say,
however, we have encountered major problems in the implementa-
tion of that and that is one of the reasons, as Mr. Meissner pointed
out, we have been having difficulties meeting the performance
standard we set for ourselves to have a clean financial report by
the end of this next fiscal year.

We have issued a desk guide for financial management to inform
Forest Service employees throughout the entire field structure of
methods to record and organize information.

We are in the process of recruiting a limited number of highly
qualified management personnel who will complement the excellent
natural resource management skills of the agency with expertise in
modern financial management practices, and we have established
a business management team to review our budget and accounting
activities and to recommend ways we can simplify and improve our
business systems.

These ideas represent some of the recommendations given to us
by Coopers & Lybrand, who the chief commissioned to help us re-
spond to concerns raised by the General Accounting Office and the
Office of Inspector General. We have been working closely, as has
been said earlier, with the Office of Inspector General and the chief
financial officer of the Department of Agriculture in improving our
business management practices. We are open to other ideas too,
and hope the committee will feel free to suggest changes that will
improve efficiency and public service. Our goal is ultimately to
bring dramatically improved accountability to the Forest Service.

Finally, I would like to talk a little bit about the Knutson-Van-
denberg Fund. The K-V Fund was authorized by an act of Con-
gress in June 1930. The act establishes a trust fund using deposits
made by timber purchasers to reforest timber sale areas. The au-
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thority has been expanded over the years to include eliminating
unwanted vegetation on lands cut over by the }Jurchaser and pro-
tecting and improving the future productivity of the renewable re-
sources on the forest land within the sale area. This includes sale
area improvement operations, maintenance, construction, reforest-
ation, and wildlife habitat management. The K-V Act explicitly au-
thorizes the Secretary of Afg'riculture to collect deposits to cover the
cost to the United States of these activities.

In response to a 1996 General Accounting Office audit, the one
referred to earlier, the Forest Service assembled a task force to find
better ways to limit K-V expenditures for indirect costs to the
amounts collected for this purpose and to achieve better consist-
ency and standardization of indirect costs. The task force report
was issued in November 1997 and we are taking the following ac-
tions to strengthen our business operations with respect to use of
K-V funds.

First of all, we are instituting national standard definitions for
indirect costs. We are clarifying and standardizing procedures for
the calculation of equitable indirect charges consistent with how we
deal with those indirect charges with our appropriated dollars. We
are strengthening the linkage between K-V work planning and
budget planning, so that we achieve a more direct tie between the
sale area improvement plan and the K-V program of work. Finally,
we are improving our internal oversight procedures.

We have been challenged in court on the legality of K-V assess-
ments for overhead costs. On June 3, we filed in the U.S. District
Court in San Francisco, a motion for summary judgment, in which
we contend that the Forest Service may use K-V funds to pay for
the program’s indirect costs for three reasons. First, the necessary
expense doctrine, a basic principle of appropriation law, authorizes
the challenged expenditure. Second, the Forest Service’s long-
standing use of K-V funds for indirect costs has been express
ratified by Congress’ fiscal review agent, the Comptroller Genera.{
and implicitly accepted by Congress itself. Finally, appropriations
law upholds the agency’s discretion to choose between arguably
available funding choices whereas here the agency has consistently
adhered to its choice for a period of 50 years.

With your permission, I would like to submit for the record that
motion K)r summary judgment.

Mr. HORN. Without objection, it will be inserted at this point in
the record. We will be having some questions on that very point.

Mr. STEWART. Thank you.
f_l[Ng)'I‘E.—The information referred to is held in the subcommittee
iles.

Mr. STEWART. The implementation of K-V projects on the ground
involves the same kinds of people and resources that we need to
implement projects using appropriated funds. Our policy simply
says that the trust funds, such as K-V, should pay their equitable
share of these costs, applying the same principles that we use to
determine indirect costs for the discretionary programs. Indirect
costs are a real and necessary part of getting tfx’e job done on the
ground. However, we firmly intend to make significant improve-
ments in our business procedures and to become more accountable
in the use of these trust funds.
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That concludes my prepared remarks and we would be glad to
answer questions after Mike Rogers, the supervisor on Angeles, has
an opportunity to address these same issues from a 1 context.

Mr. HORN. Well, thank you very much. Mr. Michael Rogers is the
forest supervisor for the Angeles National Forest. Welcome.

[The prepared statement of Mr. Stewart follows:]
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

Thank you for the opportunity to be here to discuss management practices of the Forest Service
on the Angeles, Wenatchee, and Okanogan National Forests (NFs). I am accompanied by
Michael J. Rogers, Forest Supervisor on the Angeles NF, Sonny O’Neal, Forest Supervisor on
the Wenatchee NF, and Samuel Gehr, Forest Supervisor on the Okanogan NF.

The focus of this hearing is to discuss issues related to financial management, the Knutson-
Vandenberg (K-V) Fund, recreation and the recreation fee demonstration program, and below
cost timber sales. 1 view this hearing as a good opportunity to share with you the steps that this
agency has taken to address these particular programs and activities and to explain how
particular systems work. Mr. Chairman, I believe we share the common view of maximizing the
public benefits of each dollar that this agency spends for land management, research, private land

assistance, and other Forest Service authority. 1 will begin with a brief overview of the agency
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and provide a national perspective on these issues, followed by a local view from the Forest

Supervisor(s), and then we will respond to your questions.

Overview

The Forest Service consists of basically three components: the National Forest System, where we
manage more than 191 million acres of public lands in the United States, Research, where we
conduct studies and provide scientific information related to forest resources, and State and
Private Forestry, where we provide information and technical and financial cost-sharing
assistance to help assure sound stewardship and use of the vast state and private forest lands of
the United States. Caring for the land and serving people is our motto and the foundation of

everything we do.

The National Forest System lands are managed in accordance with the Multiple-Use Sustained
Yield Act of 1960 (MUSYA), the Forest and Rangeland Renewable Resources Planning Act of
1974 (RPA), and the National Forest Management Act of 1976 (NFMA), among others. Forest
Service programs operate under additional environmental laws that were enacted to protect
specific natural resources, including the Endangered Spscies Act, the Clean Water Act, the Clean
Air Act, and other laws such as the National Environmental Policy Act (NEPA). We fully
support and remain committed to the full implementation of these laws, which define the nation’s

environmental policies.

With over 28,000 fuli-time employees, peaking to over 43,000 with our summer seasonal
employees, the Forest Service’s job is quite complex. We often find ourselves caught in the
midst of social changes, shifting priorities, and political crosscurrents. It is critical that we have
sound business practices to ensure that the monetary and human resources which are entrusted to
us are used in a manner that not only supports the agency’s mission, but does so in a way that is

efficient, productive, and cost effective.



Every year, almost 95 percent of all Americans engage in some sort of outdoor recreation. As
the largest single supplier of public outdoor recreation, the National Forest System hosted over
850 million visits to its national forests and grasslands in fiscal year 1997 and trends indicate that
use of the Nationa! Forest System will continue to grow. People are drawn to the national forests
because of their varied recreationa! opportunities. Demands for recreation opportunities are
becoming increasingly complex. Forest visitors are not only increasing in numbers but consist
of individuals from varied ethnic, social, and economic backgrounds. To meet this demand and
protect America’s recreation resources, we need more specialized resources to provide the
quality experiences our visitors expect. Our fiscal year 1999 recreation budget requests have
increased along with the recreation demand by the public. However, past appropriations have
generally remained static. We must meet our recreation objectives through creative and
innovative approaches. An example of this type of approach is the Recreational Fee

Demonstration Program (RFDP).

Congress authorized the landmark RFDP in fiscal year 1996 through enactment of the Omnibus
Consolidated Appropriations Act for fiscal year 1996. The RFDP authorized the USDA Forest
Service, and the National Park Service, U.S. Fish and Wildlife Service, and the Bureau of Land
Management of the Department of the Interior to test the collection, retention, and reinvestment
of new recreation admission and user fees on up to 100 projects in each agency. Before the
RFDP, the Forest Service was limited to charging recreation use fees at a limited number of sites
and could not retain collections for use at sites or elsewhere in the National Forest System. This
new authority was a major positive development, and an exciting, departure from historical
practice. Initially, the RFDP authority allowed agencies to retain all of the new fees in excess of
a fiscal year 1995 base figure, with 80 percent of the retained fees to be used at the sites where
they were collected, and 20 percent to be distributed nationally to any site under the jurisdiction
of the collecting agency. However, the fiscal year 1998 Interior and Related Agencies
Appropriations Act allowed the agencies to retain all recreation fee revenues from the fee

demonstration projects, not just the revenues in excess of the fiscal year 1995 collections, greatly
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increasing our ability to improve recreational sites and services. The demonstration authority
expires at the end of fiscal year 1999, with receipts being available to complete projects through

September 30, 2002.

The Forest Service began to implement the RFDP aggressively in June, 1996, as indicated in the
interagency report provided to Congress in January 31, 1998. At the end of fiscal year 1997,
with 40 projects collecting funds, receipts from the RFDP grossed well over $8 million. An
additional 52 projects will begin collections later in fiscal years 1998 and 1999. Projects are

being tested in 28 states in all regions of the country, including Puerto Rico.

From fiscal year 1994 to fiscal year 1998 the agency’s recreation budget averaged $217 million
annually, but total annual needs for operation, maintenance, backlog reductions, and capital
investments were much higher, as they are today. In fiscal year 1997, the recreational fee
demonstration program provided a much needed $8.7 million to address critical resource needs
and enhance customer services. We expect the fees collected to increase significantly this year,

to nearly $20 million.

For these reasons, the Forest Service strongly supports the recreation fee demonstration program
(RFDP), an essential part of meeting the increased demand for quality recreation facilities and
services to the public. It is critically important that base-level appropriations funding continue in
conjunction with the RFDP so the Forest Service can demonstrate a clear added value to the

public for the fees that they pay.

Based on survey results, overall, the public accepts the fees as long as most of the money goes
back to improve the area they are paying for. Of course, some people very much dislike paying.
Acceptance is increasing over time as people become more aware of the program and adjust to
paying the new fees. They are also beginning to see positive results as the fees are being spent

on local projects.
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Mr., Chairman, | strongly believe that long-term implementation of the RFDP is necessary to
keep up with the rapidly increasing demands placed on federal recreation facilities. We have had
many successes, and we will see many more as we complete our second year of this important
program. We continue to listen and discover ways to improve the program. We will continue to
evaluate results during the testing period, and share what we have leamed with you and the

American public.

Financial Management
Mr. Chairman, you have heard of some of the problems we face with our financial management

systems in the Forest Service. In fact, the Chief testified before a joint committee hearing on
March 26, 1998, to address specifically financial management and accountability in the agency
and what measures we were taking to correct some of the problems. These concerns are taken
seriously and action has been taken to address them. Let me share what we have done and are in

the process of doing to address these concemns.

1) We are implementing a major restructuring of the business operations of the Forest
Service. We have a Chief Operating Officer who is responsible for the financial and
operational health of the agency and an Associate Chief for Natural Resources who will
be responsible for the health of the land. We will also hire a Chief Financial Officer to

focus on ail financial affairs of the agency.

2) As part of the Administration s Reinvention Initiative, the Forest Service has reduced
its workforce by 15%, which includes a higher reduction in the Washington office,
consolidated adninistrative offices at the supervisor and the district ranger levels,
developed public-private partnerships to deliver agency services for less money, and
established customer service standards. One specific example is reducing overhead costs

by moving our public information office from downtown Seattle to the Recreational
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Equipment Incorporated Building, which the Vice President recognized with a Golden

Hammer Award, for our partnership with the private sector.

3) The Chief announced a Natural Resource Agenda for the 21st Century that will be
implemented with land-based performance measures. We intend to develop a structure
so that employees will be held accountable for the actual accomplishments and
measurable results in the field. Combined with other financial reforms, we will have a

better understanding of how much it costs to achieve certain results.

4) We are developing a GPRA strategic plan. The plan will follow the principle and
goals described in the Natural Resource Agenda. We are also initiating expanding our
forest health survey and monitoring work to cover all aspects of ecosystem health and
integrity. In this manner, the cost effectiveness and progress towards achieving

environmental goals can be better evaluated.

5) We are implementing an integrated accounting system, Foundation Financial
Information System (FFIS), which will enable policy makers and supervisors to quickly
find and understand the costs associated with specific activities. FFIS will ultimately
reduce the amount of time Forest Service employees spend entering and interpreting
data, and increase the amount of time they spend making and implementing sound

resource decisions.

6) We have issued a desk guide for financial management to inform Forest Service
employees throughout the entire field structure of methods to record and organize
information. We intend to update this desk guide as our new systems develop. The
primary benefit today is national consistency so that we will have a better data base from

which to make decisions.
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7) We intend to recruit a limited number of highly qualified management personnel with
expertise in modern financial management practices and structures who will complement
the excellent resource management skills of the agency. We need to replenish the
shortage of skilled financial managers in the agency caused by the downsizing effort. We

do not intend to maintain a larger workforce, and thus higher overhead, in the long-term.

8) We have established a business team to review our budget and accounting activities
and to recommend how we can simplify and improve our business systems. This group
of employees from across the agency will focus on simplicity, timely and accurate
financial information, accountability between expenditures and benefits, and public
service. One of the team ’s objectives is to develop a consistent definition of overhead.
.Our goal is to increase the precision, clarity, and comprehensibility of Forest Service

budget and accounting data to generate increased trust among the users and the public.

These changes represent some of the ideas and recommendations in the Coopers and Lybrand
report which the Chief commissioned last year, and respond to some of the concerns raised by
the General Accounting Office (GAQ). We are open to other ideas, too, and including those from

the Committee that will improve efficiency and public service.

Our goal is to bring dramatically improved accountability to the Forest Service. We can assure
you that we will continue to work with the GAO and with Congress to improve our business

operations and to be more accountable for the resources we manage.

Couperative Work Knutson-Vandenburg Fund
The K-V fund, authorized by the Act of June 9, 1930, is a trust fund that uses deposits made by

timber purchasers to reforest timber sale areas. In addition to planting, these deposits may also
be used for eliminating unwanted vegetation on lands cut over by the purchaser and for
protecting and improving the future productivity of the renewable resources on forest land in the

sale areas, including sale area improvement operations, maintenance, construction, reforestation,
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and wildlife habitat management. The K-V Act explicitly authorizes the Secretary of Agriculture

to collect deposits to cover the cost to the United States of these types of activities.

In response to a 1996 General Accounting Office (GAO) audit, the Forest Service assembled a task
force for the purpose of finding ways to better limit K-V expenditures for indirect costs to the amounts
collected for this purpose and to achieve better consistency and standardization of indirect cost. The
task force issued its final report last November with an action plan implementing nine actions. Let me
highlight several actions which 1 believe will help us strengthen our business operations in these areas.

We are now:

s instituting standard national definitions for indirect costs for use throughout the Forest Service;

o clarifying our procedures for the calculation of equitable indirect charges and instituting these

procedures throughout the Agency;

o strengthening the linkage between our K-V work planning using the Sale Area Improvement
Plan and our budget planning process so that we achieve a more direct tie between the SAI Plan and

our K-V program of work; and

* improving our oversight procedures and expanding the participation of our review teams to

ensure that the business functions are better represented in our management reviews.

We have been challenged in court on the legality of K-V assessments for overhead costs. On June 3,
1998, we filed in the United States District Court in San Francisco, CA, a motion for summary
judgement in which we contend, that "...the Forest Service may use K-V funds to pay for the program’s
indirect costs for three reasons. First, the necessary expense doctrine, a basic principle of appropriation
law, authorizes the challenged expenditure. Second, the Forest Service’s longstanding use of K-V funds
for indirect costs has been expressly ratified by Congress’s fiscal review agent, the Comptroller General,

and implicitly accepted by Congress itself. Third, appropriations law upholds the agency’s discretion to
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choose between arguably available funding choices where as here the agency has consistently adhered to

its choice.”

The implementation of K-V projects on the ground involves the same kinds of people and
resources that we need to implement projects using appropriated funding sources. We need
computers to plan the programs and keep track of the K-V project activities. We need decision
makers to determine which K-V projects should be the highest priority for funding when K-V
funds are scarce. We need our business management experts to determine the financial health of
the K-V fund and develop an orderly K-V program of work. All of these people need office
space to do their work in. So, our policy simply says that the trust funds, like K-V, should pay
their equitable share of these costs applying the same principles that we use to determine equities

for discretionary programs.

We cannot eliminate these costs, as they are a real and necessary part of getting the job done.
But, we firmly intend to make material improvements in our business procedures and to be
accountable so that the Administration and Congress can together decide how the Forest Service
can maximaze public benefits on the national forests. We are reviewing different budget

structures, including different treatments of overhead costs.

Below-Cost Timber Sales
National Forest timber sales have always served multiple purposes. Timber sales helped build

homes and railroads for a young growing nation, and helped pay for forest rangers who were

taking care of vast remote stretches of forests and rangelands.

Today, Americans place a higher priority on sustainability and environmental protection. The
Forest Service’s objective is the protection and restoration of the health of the land. You can’t
measure the value of stewardship strictly in do)lars and cents. Resource stewardship costs on

the national forests are frequently bome by the forest management program.
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In the early 1980's the issue of below-cost timber sales began to emerge as a concem to the
public because it appeared that revenues generated by individual timber sales on many national
forests did not cover the costs of their preparation and administration. Some members of the
public and some Members of Congress at the time believed that the timber sale program needed -
to pay for itself. In the conference committee report that accompanied the fiscal year 1985
interior appropriations act, the Forest Service was directed to develop a "reasonable but complete
system...that should allow for identification of the costs of the timber sale program, by
component, and aliow for a comparison of actual costs and benefits." The Forest Service worked
with the General Accounting Office (GAO) to expand the Forest Service accounting system and
create the timber sale program information reporting system (TSPIRS). GAO found, in 1990,
that the system had been developed, and was being implemented, as intended by Congress. This
system measures the cost for land management and harvest associated with timber sales. It does

not measure efficiency, and it does not measure subsidies.

This year's TSPIRS report shows that essentially half of the timber sale program was targeted at
accomplishing various land stewardship objectives and not at producing wood fiber except as a
by-product. While people have different perspectives and opinions about how the Forest
Services applies land stewardship on the ground, there is general support for reducing wildfire
impacts, restoring old growth characteristics, protecting native species diversity, and managing
pests as best we can. We are paying for these treatments from wildlife, watershed, or vegetation
management funds, but in many cases, this work is getting done by using timber sales. Qur
experience suggests that because of the revenues they generate, timber sales, even some that may
be below-cost, are oftentimes the "least net cost” -- cost incurred compared to revenues received

-- means of attaining many of our land stewardship goals.

In FY 1997, 4.0 billion board feet (BBF) of national forest timber was offered, 3.7 BBF was
sold, and 3.3 BBF was harvested. These offered, sold, and cut volumes are similar to the 1996
program. Of the total volume harvested in FY 1997, 52 percent was for timber commodity
purposes, 40 percent for forest stewardship, and 8 percent for personal use. In FY 1993, when



46

TSPIRS first began to recognize the different categories of sales, 71 percent of harvest volume
was for timber commodity, 23 percent for forest stewardship, and 5 percent for personal use.

These numbers reflect changing trends in the timber sale program that | described earlier.

A new factor that has had a major effect on the profitability of our timber sale program in FY
1997 was a change in accounting procedures applicable to "road prism" costs. These are costs
that are associated with constructing a road’s underlying foundation, or "bed." In the past,
because the Federal Government did not have an accounting standard that addressed how these
costs should be treated, "generally accepted accounting principles” (GAAP) used by the private
sector were applied. Consistent with these principles, road prism costs were not written-off, but
were permanently capitalized into land values. Recently, however, the Federal Accounting
Standards Advisory Board (FASAB), who develops generally accepted accounting principles for
Federal ageﬁcics, put forth a broad array of new accounting standards, one of which pertains to
the treatment of road prism. This new standard provides that instead of being permanently
capitalized, these costs should be annually expensed. Beginning in FY 1997, TSPIRS financial
statements recognized road prism costs as an annual timber program cost. In FY 1997, these

costs alone totalled $51.4 million.

Overall, our forest management program lost $88.6 million last year. By comparison, the FY
1996 loss was $14.7 million. We feel strongly, however, that the true measure of our forest
management program is not simply the volume of timber taken from the land, but also the health
of the forest left behind. This suggests a strict/profit loss statement is not a true reflection of the
program’s value. National Forest timber sales provide many benefits beyond the revenues they
generate. These additional benefits are economic, ecological, and social in nature. Illustrative of
the economic and social benefits are the jobs created, the regional income produced, and more
stable rural communities. Illustrative of the ecological benefits are healthier amd more fire-
resistant forest stands, and ecosystems that are sustainable because they are maintained within

their historic range of variability.
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Closing

As we previously stated, our programs are quite complex and we know that we have a lot of
work to do to correct business systems and to be more accountable to the public for our actions.
We continue to adhere to the recommendations of the General Accounting Office to improve our
operations. We appreciate the oversight of Congress through hearings such as this one today to
allow us the opportunity to share what we are doing and to also hear from those who might not
be pleased with how we conduct business. We will make every effort to carry out our mission of

caring for the land and serving people.

After you have heard from the Forest Supervisor(s), we will take your questions.



48

Mr. RoGERS. Thank you, Mr. Chairman and Mr. Davis. I appre-
ciate the opportunity to be here and I value the field hearings that
you are holding.

Deputy Chief Ron Stewart has given you an overview of the For-
est Service and the laws and regulations by which we manage the
land. I am responsible for the overall management of the Angeles
National Forest, which was created on December 20, 1892, as the
San Gabriel Timberland Reserve by President Benjamin Harrison
for protection of the Los Angeles water supply. It was the first for-
est Iﬁferve established in the State of California and the eighth na-
tionally.

Today, in addition to providing 35 percent of the local water sup-
ply, the Angeles National Forest serves as the backyard for over 15
million people in the Los Angeles Basin and boasts over 30 million
visitors a year, more than Yellowstone, Sequoia/Kings Canyon, and
Yosemite National Parks combined. As you sit here today in this
room, you could be enjoying the beauty of this very urban national
forest in less than an hour’s drive just to the north of this location.
You can well appreciate how it serves the recreational desires of
millions of people in the Los Angeles area.

Let me address a few specifics of the various issues identified,
and then I would be happy to address questions.

The recreation program on the Angeles National Forest is the
predominant use of the forest, which I said earlier receives over 30
million visits a year. Recreation management of the forest is char-
acterized not only by high use, but by a number of complicating
factors. Most of the Los Angeles County residents are within 1
hour’s drive from the forest and predominantly use the forest for
day trips. Over a third of the forest boundary is shared with subur-
ban homeowners. Because the forest is close to area residents and
is used primarily for day trips, many visitors are not prepared for
the hazards and changes in weather conditions they often encoun-
ter. Proximity and high use intensify the number of emergency in-
cidents, violations, and crimes on forest land. Because of the rug-
gedness of this forest, the recreating public looks to a relatively
small number of useable acres for numerous, often non-compatible
uses. Today, many cultures utilize the forest for recreation, requir-
ing managers to understand the values and needs of many dif-
ferent groups. Southern California’s weather allows for year-round
use of most of the forest.

The Angeles provides 878 miles of trails, 66 campgrounds, 36 pic-
nic areas, boating on three lakes, fishing on five lakes, five ski
areas, 618 recreation summer home cabins, two concessionaire op-
erated shooting areas, five visitor centers—we call them discovery
centers, three forest entrance stations, and three off-highway vehi-
cle recreation areas, as well as opportunities for hunting, fishing,
and sightseeing across the forest.

Providing recreational opportunities is increasingly expensive.
Massive use requires stadium-style maintenance to maintain the
facilities to standard. Facilities wear out fast, and in addition to re-
ceiving heavy use, they are often heavily vandalized. Recreation on
the Angeles is a high-volume, high-cost program. As requirements
and the need for administrative procedures, environmental anal-
yses, law enforcement, legal assistance, appeals, and the Freedom
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of Information Act requests increase, the cost of doing business es-
calates. To gut it quite simply, less dollars get to the ground as
services to the recreating public. The high cost of providing services
coupled with declining budgets has made it more and more difficult
to meet the demands of an increasing population.

Appropriated fundin§ for the Angeles National Forest recreation
program has dropped from $4.1 million in 1991 to $2.5 million in
fiscal year 1997. Since the mid-1980s, the forest has utilized alter-
native methods of providing services to the public. Concessionaires
run the major campgrounds; volunteers and interpretive associa-
tions operate our visitor centers and maintain trails; cooperators
educate first-time visitors and clean up high-use canyons; and
State grants fund off-road vehicle facilities. Even with all these
major programs, the overall level of services continues to decrease
annually.

General recreation costs for clean up, dump fees, toilet pumping,
general information, and repair and maintenance of smaller sites
do not lend themselves to alternative funding mechanisms. To
cover the costs of general recreation, the forest needs expanded fee
authority.

I woul}c'l like to talk, Mr. Chairman, just briefly about the Recre-
ation Fee Demonstration Program as we have experienced it on the
Angeles. The Angeles National Forest, along with three national
forests in southern California-——the Cleveland, Los Padres and San
Bernardino—formed the Enterprise Forest concept to explore ways
to utilize entrepreneurial methods to improve services. The Enter-
prise Forest uses Recreational Fee Demonstration Programs au-
};‘hor.ity to improve general recreation services across southern Cali-
ornia.

The Enterprise Forest developed a recreational fee demonstration
project called the National Forest Adventure Pass, which is based
on the premise that all national forest recreational experiences
have a basic value. The project tests whether the fees paid will re-
?ult in improvements on the ground and improved customer satis-
action.

Forest recreationists are required to display an Adventure Pass
on their vehicle while recreating in the t}c)mr southern California
National Forests. The Adventure Pass is sold at Forest Service of-
fices and by over 385 private vendors. Revenues from Pass sales
are invested in improved services to the recreating public.

A business plan was prepared to outline the mechanics of the
Pass program, describe the communications planning effort and
grovide the financial analysis. The financial analysis was prepared

y the Forest Service and Dr. Jerrell Richer, Assistant Professor of
Economics at California State University, San Bernardino. This fi-
nancial analysis developed a framework for estimating net reve-
nues. An initial survey determined the optimal price combination
for daily and annual passes. That price combination, along with
survey-based projections of how many visitors would purchase daily
versus annual passes, use projections, cost projections and histor-
ical compliance rates, provige({ the analysis necessary to plot costs
versus revenues by quarter.

The communications and marketing plan addressed the methods
and schedule for introducing the Adventure Pass to employees, for-
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est users, community leaders, national organizations, elected offi-
ciall)?, tribal governments, permittees, cooperators, and the general
public.

The Adventure Pass Program is a success in its first year of im-
plementation. Actual costs and revenues have tracked projections,
except for during the winter when revenues were lower due to El
Nino weather conditions. To date, the Angeles has received
$405,604 to invest in improved services.

The majority of the public has voiced its support of the National
Forest Adventure Pass. Surveys have shown that 46 percent feel
they are better off with the Adventure Pass, 20 percent are not
sure and 12 percent feel they are worse off. The 12 percent of visi-
tors surveyetf who felt they were worse off, generally oppose paying
for services they felt should already be covered by their taxes. The
Angeles National Forest has not encountered any organized or
widespread opposition to the program. In fact, numerous letters of
support have been received by the forest as well as lots of positive
comments to our field personnel.

The cornerstone of support, as determined by survey responses,
is the commitment that the revenues are returned to where they
were collected and that Congress nor the agency offsets the appro-
priated funding by the revenues brought in. If that premise dis-
appears, then the program is going to go down the toilet.

Survey participants stated that the improvements they wanted
most were more and cleaner restrooms, more trash facilities, better
protection of the environment, better trail maintenance and more
visitor information. On the Angeles National Forest, net revenues
have been used to clean restrooms more frequently, to repair and
paint restrooms and to rent more portable toilets and trash
dumpsters. Net revenues have also increased trash pick ups, fund-
ed graffiti removal, funded trail maintenance, extended visitor cen-
ter hours, purchased informational signs, hired field employees to
assist visitors, funded installment of bear-proof trash bins, in-
creased patrols, and funded minor repairs of picnic areas and
campground facilities.

I have got a report of accomplishments that we have done with
the funding that I would like to submit for the record.

Mr. HorN. Without objection, it will be included at this point in
the record.

[The information referred to follows:]
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Unlted States Forest Angelas 701 N. Santa Anita Avenue
Department of Service National Arcadla, CA 91006-2725
Agriculture Forest 626-574-5209 Text (TTY)

626-574-1613 Yolce

Fiie Code: 2300
Date: July 29, 1998

Congress of the Unlted States

House of Representatives

Committee on Government Reform ans Oversight

Subcommittee on Government Management, Information and Technology
ATTN: Matthew Ebert

Room B 373

Rayburn House Office Buliding

Washington D.C. 20315

Dear Mr. Ebert:

Thank-you for the opportunity to spesk at the hearing on "Oversight of the
Management Practlices at the U.S. Forest Service™ on July 7th, After Iistening
to the other speskers, | wanted to submit additionai information for the
record,

I would llke to address three Issues thet were raised at the hearing:

1. tLevel of support or opposition for the Recreation Fee Demonsiration
Program, or specificaliy, the National Forests Adventure Pass program
in southern Cattfornia,

2. Cost of providing open space opportunities, and

3, Cost of the Adventure Pass program,

Y. leyel of Suppart or Opposition fo the Adventure Pass program

| have enclosed the cumeulative results from quartely surveys conducted in fall
1997, winter 1998 and spring 1998 by Dr. Jerreli Ross Richer, Assistant
Protessor of Economics at California State University, San Bernardino, The
survey results represent a sampie of 1,342 visitors at 90 ramdomiy selected
locations across the four southern Callfornia Forests, i.e., the Mexican border
+o Monterey County.

My reason for submitting the survey results for the record is to demonstrate
that aithough a number of speakers at the hearing expressed opposition to the
program, and cited that the public !n general opposed the program, only 12-133
of our surveyed visitors answered survey questions in a way that indicates
opposition. On question F13 In the enclosed survey, 137 answered that they

Caring for the Land and Serving Peopie
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would not buy an Adventure Pass next year. 12§ answered survey question #17
that the Adventure Pass program s|lightly or greatly diminished their recreation
experlence. 12% answered survey question #18 that they were worse off because
of the Adventure Pass Program,

Many speakers at the hearing visited the Los Padres National Forest. 25 of the
locations surveyed were on the Los Padres National Forest, which includes the
Santa Barbara and Ojal areas.

Although | would Iike to see 100% of the survay participants express support
for the Adventure Pass Program, | am pleased to report that oniy 12-13%
indlcate opposition,

2, Cost of Providing Opep Space Qpportunitias

Speakers at the hearing stated that the recreation opportunities desired were
simply hiking or ‘enjoying the open space without the beneflt of facilitlies, and
therefore, additional funds were not necessary.

Whan tens of mlllions of visitors simply enjoy the open space or take a stroill
in the Forest, there are major impacts and high costs to provide safe
opportunities end to protect the environment.

Some Adventure Pass investments extend hours of operatlon at visitor centers or
operate, maintain and repair campgrounds and picnic areas. The majority of
investwents, however, provide asslstance to visitors In the Forests, plick-up
trash, remove graffiti, provide additional portable tollets, clean the existing
toilets mora fraeyuently, malntain trails and provide informatlon and signage.

These investments not only directly provide services to visitors, but protect
the natural environment by educating visitors on the proper use of the Forest
and by cleaning trash and providing sanitation facllities. In additlon, fleld
personnel providing services to the pubiic are oxtinguishing abandoned
canptires and correcting hazardous situations as they see them.

3, Cost of the Adventure Pass Program

Costs of the program detailed by speakers at the hearing do not reconcile with
the budget data for the project.

As of March 31, 1998, $1,755,531 has been collected. Of the total do!lars
collected, $87,779 has been reserved for the 5% agsncy fund, per the
legislation; 3125,000 has been collected from vendors for passes that have not
yet been sold to the public; 5522,334 has been spent on salary, operating
costs, sicnage and printing as a cost to run the program; and 51,020,073 has
been distributed to the Forests for Improved services to the public at the
ground level.

Caring tor the Land and Serving People

FS-5200-28 (7-82)
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| personally support the Adventure Pass program ss a means of contlinuing to
provide the services the public needs and wants. After a year of operation, we
have collected enough reveanues to cover costs and return most revenues to the
ground for Improved services the publlic asks for. Most Importantiy, our
surveys show that our public Is willing to invest In thelr Forests.

Please contact myseif, Susan Swinson, Deputy Forest Supervisor, Ralna Fulton,
Recreation and Lands Officer, or Gail Wright, Pubtic Affairs Offlcer for
further informetion at (626) 574-1613, :

Sincerely,

Fofest Supervisor

Enclosure

@ - Caring for the Land arxt Serving Peaple
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Mr. ROGERS. The Angeles National Forest welcomed the oppor-
tunity to test expanded fee authorities. As part of the Enterprise
Forest, the Angeles National Forest has proven the success of ex-
panded fee authorities to provide general recreational opportunities
that would not be available without these fees. The forest fully sup-
ports the continuation of the test to learn how best to serve the
public with fee programs and ultimately permanent recreation fee
demonstration program authority.

Through the Enterprise Forest, processes have been developed or
streamlined to increase efficiency and accountability, such as direct
deposit processes with the Bank of America, utilization of a na-
tional contract with FedEx to track the delivery and cash payments
of the Adventure Pass to vendors, an open invitation to businesses
and cooperators to participate in the vendor program, and develop-
ment of data bases to track sales and revenues.

I would like to briefly comment on the financial management as-
pects of the questions that you were asking. The Angeles has reor-
ganized to stay within our budget and to operate more efficiently.
Efforts to reduce administrative overhead, however, does not re-
duce the administrative workload, but instead shifts these respon-
fs'iblicllities to other staff officers, making them less available to the
ield.

We have been implementing the National Financial Management
Action Plan. Specifically, we have identified and corrected known
deficiencies in our accounting data and are committed to improving
its reliability. Our actions are designed to improve the timeliness,
credibility, and usefulness of our financial information for users
and the public.

I have a brief comment on the cooperative Knutson-Vandenberg
Fund. The Angeles National Forest has a very small timber pro-
gram. It collects K-V funds from the sales of 300-400,000 board
feet of timber annually, which is used as personal fuel wood. The
forest has no commercial timber sales. Forest-wide, we invest ap-
proximately $18,000 to $20,000 a year in K-V funds on timber
stand improvement for release, pruning, underburning, thinning
for forest health, based on sale area betterment plans. Fiscal year
1998 planning is for 154 acres of timber stand improvement funded
by K-V dollars. Our K-V overhead is running at 11 percent of the
total program.

1 want to thank you for the opportunity to address you and at
this time I guess we are open to questions.

[The prepared statement of Mr. Rogers follows:]
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SUPPLEMENTAL STATEMENT OF
MICHAEL J, ROGERS
FOREST SUPERVISOR, ANGELES NATIONAL FOREST

before the
Committee on Government Reform and Oversight
Subcommittee on Government Management, Information, and Tecbhnology
United States House of Representatives
concerning

Management Practices on the Angeles National Forest

Bellflower, California
July 7, 1998

Mr. Chairman and Members of the Subcommittee:

1 appreciate the opportunity to come before you today to discuss the management practices on the
Angeles National Forest as they relate to the Forest Recreation Program and Recreation Fee
Demonstration Program, the Financial Management of the Forest, and the Knutsen-Vandenburg (K-V)
Funds.

Deputy Chief Ron Stewart has given you the overview of the Forest Service and the laws and
regulations by which we manage the land. 1am responsible for the overall management of the Angeles
National Forest, which was created on December 20, 1892, as the San Gabriel Timberland Reserve by

President Benjamin Harrison.

In addition to providing 35% of the local water supply, the Forest Service serves as the backyard for
over 15 million people in the Los Angeles Basin, and boasts over 30 million visitors a year, more than
Yellowstone, Sequoia/Kings Canyon, and Yosemite National Parks combined. As you sit here today,
you could be enjoying the beauty of the Forest in less than an hour’s drive just to the north of here. You

can well appreciate how it serves the recreational desires of millions of people in the Los Angeles area.
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Let me address a few specifics of the various issues identified and then I will be happy to address

questions.

Recreation Program on the Angeles National Forest

Recreation is the predominant use of the Angeles National Forest, which receives over 30 million visits
a year. Recreation management of the forest is characterized not only by high use, but by a number of
complicating factors. Most of Los Angeles County residents are within an hour’s drive from the forest
and predominately use the forest for day trips. Over a third of the forest boundary is shared with
suburban homeowners. Because the forest is close to area residents and is used primarily for day trips,
many visitors are not prepared for the hazards and changes in weather conditions they may encounter.
Proximity and high use intensify the number of emergency incidents, violations, and crimes on forest
land. The recreating public looks to a relatively small number of useable acres for numerous, often non-
compatible uses. Many cultures utilize the Forest for recreation, requiring managers to understand the
values and needs of many groups. Southern California’s climate allows for year-round use of most of

the Forest.

The Angeles provides 878 miles of trails, 66 campgrounds, 36 picnic areas, boating on 3 lakes, fishing
on 5 lakes, 5 ski areas, and 618 summer cabins, as well as opportunities for hunting, fishing, and sight-

seeing across the Forest.

Providing recreational opportunities is increasingly expensive. Massive use requires stadium-style
maintenance to maintain the service to standard. Facilities wear out fast, and in addition to receiving
heavy use, facilities are heavily vandalized. Recreation on the Angeles is a high-volume, high-cost
program. As requirements and the need for administrative procedures, environmental analyses, law
enforcement, legal assistance, appeals, and Freedom of Information Act requests increase, the cost of
business escalates. To put it simply, less dollars get "to the ground” as services to the public. The high
cost of providing services, coupled with declining budgets, has made it more and more difficult to meet

the demands of an increasing population.
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Appropriated funding for the Angeles National Forest recreation program has dropped from $4.1 million
in FY 1991 to $2.5 million in FY 1997. Since the mid-1980s the Forest has utilized alternative methods
of providing services to the public. Concessionaires run the major campgrounds; volunteers and
interpretive associations operate visitor centers and maintain trails; cooperators educate first-time
visitors and clean-up high-use canyons; and state grants fund off-road vehicles facilities. Even with

these major programs, the overall level of services decreases annually.

General recreation costs for clean-up, dump fees, toilet pumping, xeneral information, and repair and
maintenance of smaller sites do not lend themselves to alternative funding. To cover the costs of general

recreation, the Forest needs expanded fee authority.

Recreation Fee Demonstration Program

The Angeles National Forest, along with the other three national forests in southern California (Los
Padres, San Bernardino, and Cleveland), formed the Enterprise Forest to explore ways to utilize
entreprenuerial methods to improve services. The Enterprise Forest uses the Recreational Fee
Demonstration Program authority to address maintenance backlog and to improve general recreation

services across southern California.

The Enterprise Forest developed a Recreational Fee Demonstration Project called the National Forest
Adventure Pass, which is based on the premise that ail National Forest recreational experiences have a
basic value. The project tests whether the fees paid will result in improvements on the ground and

improved customer satisfaction.

Forest recreationists are required to display an Adventure Pass on their vehicle while recreating on the
four southern California National Forests. The Adventure Pass is sold at Forest Service offices and by
over 385 private vendors. Revenues from Pass sales are invested in improved services to the recreating

public.
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A business plan was prepared to outline the mechanics of the Pass program, describe the
communications planning efforts, and provide a financial analysis. The financial analysis was prepared
by the Forest Service and Dr. Jerrell Richer, Assistant Professor of Economics at California State
University, San Bernardino. The financial analysis developed a framework for estimating net revenues.
An inital survey determined the optimal price combination for daily and annual passes. That price
combination, along with survey-based projections of how many visitors would purchase daily versus
annual passes, use projections, cost projections, and historical compliance rates, provided the analysis

necessary to plot cost versus revenues by quarter.

The communications and marketing plan addressed the methods and schedule for introducing the
Adventure Pass to employees, forest users, community leaders, national organizations, elected officials,

tribal governments, permittees, cooperators, and the general public.

The Adventure Pass Program is a success in its first year of implementation. Actual costs and revenues
have tracked projections, except for during the winter when revenues were lower due to EI Nino weather

conditions. To date, the Forest has received $405,604 to invest in improved services.

The majority of the public has voiced its support of the National Forest Adventure Pass. Surveys have
shown that 46% feel that they are "better off" with the Adventure Pass, 20% are not sure, and 12% feel
they are "worse off". The 12% of visitors surveyed who felt they were worse off generally opposed
paying for services they felt should be covered by their taxes. The Angeles National Forest has not
encountered any organized or widespread opposition to the program. Numerous lerters of support have

been received by the Forest.

The cornerstone of support, as determined by survey responses, is the commitment that the revenues are

returned to where they were collected and that Congress does not offset appropriated funding.
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Survey participants stated that the improvements they want most are more and cleaner restrooms, better
protection of the environment, better trails, and more visitor information. On the Angeles National
Forest, net revenues have been used to clean restrooms more frequently, to repair and paint restrooms,
and to rent more portable toilets. Net revenues have also increased trash pick-ups, funded graffiti
removal, funded trail maintenance, extended visitor center hours, purchased informational signs, hired
field employees to assist visitors, funded installment of bear-proof bins, increased patrols, and funded

repair of picnic area and campground facilities.

The Angeles National Forest welcomed the opportunity to test expanded fee authorities. As part of the
Enterprise Forest, the Angeles National Forest has proven the success of expanded fee authorities to
provide general recreational opportunities that would not be available without these fees. The Forest
fully supports continuation of the test to Jearn how best to serve the public with fee programs and

ultimately permanent recreational fee demonstration program authority.

Through the Enterprise Forest, processes have been developed or streamlined to increase efficiency and
accountability, such as a direct deposit process with Bank of America, utilization of a national contract
with FedEx to track the delivery and cash payments of the Adventure Pass, an open invitation to
businesses and cooperators to participate in the vendor program, and development of data bases to track

sales and revenues,

Financial Management

The Forest has reorganized to stay within our budget and to operate more efficiently. The effort to
reduce administrative overhead does not reduce the administrative workload, but instead shifts these

responsibilities 1o other programs.
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We have been implementing the National Financial Management Action Plan. Specifically, we have
identified and corrected known deficiencies in our accounting data and are committed to improving its
reliability. Our actions are designed to improve the timeliness, credibility, and usefulness of our

financial information for users and the public.

Cooperative Work Knutson-Vandenburg Fund

The Angeles National Forest collects K-V funds from the sales of 300-400 thousand board feet (mbf) of
timber annually as personal use fuelwood. The Forest has no commercial timber sales. Forest-wide, we
spend approximately $18,000-20,000 a year in K-V funds on timber stand improvement for release,
pruning, underburning, thinning for forest health, based on sale area betterment plans. Fiscal year 1998
planning is for 154 acres of timber stand improvement funded by K-V dollars. K-V overhead is 11% of

the total planned program.

Closin

Thank you for giving me the opportunity to address this committee. I am willing to answer any

questions you may have.
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Mr. HorN. Well, we thank you both very much. Mr. Davis will
begin the questions.

Mr. Davis. Let me ask what effect the change in accounting pro-
cedures applicable to the road prism costs has done, you came out
with some changes and that has had a fairly significant impact and
I wonder if you could discuss it.

Mr. STEWART. Previously, we had considered—we had calculated
road prism costs in our timber sale program as a long-term land
investment and therefore, it was not annualized.

Mr. DAvis. Road prisms are——

Mr. STEWART. The actual road bed itself. And so it could be con-
sidered—some might consider it an investment, a long-term invest-
ment.

Mr. DAvis. The costs that go into that are the cutting of the
trees, the clearing——

Mr. STEWART. 1t is the actual construction of the road bed and
the gravel and everything that goes on it.

Historically we had not considered it as an annual cost of the
timber program. There had been no accounting, Federal accounting
standard, and so we used the standard that had been used in pri-
vate industry. The Federal board that establishes accounting proce-
dures, GAO being a member of that, changed the accounting stand-
ard for 1997 to include it as an annualized cost to be actually
costed out on the particular timber sale program. The end result
of that was to add about $51 million to the cost of the timber pro-
gram over what would have historically been reported. The net re-
sult—the year before, the timber program nationally overall was
deficit about, as I recall about $15 million, and this year, the most
recent report; which is for fiscal year 1997 shows a deficit of about
$88 million.

Mr. Davis. Does GAO have any comment on that?

Ms. CALBOM. I will just comment briefly. The statement that Mr.
Stewart is referring to is one the Federal Accounting Standards
Advisory Board [FASAB] developed, and the purpose of that state-
ment is to take assets of the Federal Government that are consid-
ered to be stewardship assets off the balance sheet and put them
on a different statement called a stewardship report. And land, of
course, is one of the major assets of the Federal Government. The
vast majority of land that the Federal Government owns had never
been recorded on the financial statements of any of the agencies.
What this standard does is say let us take those assets, let us
record them, show them as stewardship assets so we can track
them, and we track their condition and continue to show those as
national assets—or start to show those as national assets, but not
on the balance sheet, because they are considered to be, you know,
a different type of asset than you traditionally would have.

But the road prisms are defined under that standard as part of
the land. So they get swept into that stewardship accounting. And
we have actually just recently been asked to look at this very issue
and are in the process of doing that.

Mr. Davis. What does that do from an appropriations and spend-
ing—what does that do, force us to make adjustments in that, obvi-
ously?
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Mr. STEWART. The costs are incurred one way or another in
building the road, so it has no fundamental effect, I do not think,
in terms of appropriations necessarily. What it does is it affects the
way you account for the prism and therefore the profitability of the
timber program.

Ms. CALBOM. I might just make one more quick comment. While
GAO has not done any recent work on the TSPIRS system, I do
know that it does not feed into the financial reporting system that
is used for preparing financial statements. Technically you would
not have to apply that standard to TSPIRS, but you would probably
want to for consistency’s sake. But technically because it does not
feed into the system where you prepare the financial statements,
you would not necessarily have to apply it.

Mr. Davis. Well, TSPIRS has changed in the different categories
now. They now recognize different categories of sales and from
what I understand, the bulk of the sales now are for timber com-
modity, only 23 percent are for forest stewardship and 5 percent
are for personal use roughly, is that——

Mr. STEWART. The figures I have, just a comparison, when we
started making those determinations of separating the kinds of—
the purposes of the timber program, the first year I believe was in
fiscal year 1993. That year, 71 percent of the harvest volume was
removed for timber commodity purposes. By 1997, it was only 52
percent. And what we have seen is a corresponding increase in the
other two categories, most of what is called the stewardship cat-
egory, which are timber harvests for other purposes, such as fuels
management, wildlife habitat improvement, and other reasons, as
well as a small increase in the personal use, which happens to be
the largest category and the only category I think on the Angeles
fI}Iatlilonal Forest. That would include firewood harvesting and so
orth.

Mr. Davis. I mean nothing is more controversial in Congress
than when you get into the whole timber sales issue. It is rural
versus urban and just different views on that and it is something
we have addressed each year in appropriation bills and probably
need to come to grips with on a permanent basis. So I am just in-
terested in getting it into the record.

Do you have an advisory committee or other body to accept pub-
lic input on the management of the fees collected?

Mr. STEWART. You know, I do not believe we do. We have a plan
with each of the forests that are participants in it to get public
input both before they initiate the demonstration project, but also
to help evaluate it as it goes along.

Mr. DAvis. Would it be a good idea to maybe establish one like
that and get the input?

Mr. STEWART. It is certainly something we should look at.

Mr. Davis. Do you have any thoughts on that?

Mr. MEISSNER. No.

Mr. Davis. A witness we are going to hear from later on says
that the Forest Service does not have the authority to take the
overhead from the K-V Fund. Is the Forest Service currently au-
thorized to take overhead expenses, in your judgment, and are
there any limitations on that authority, and does the headquarters
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of the Forest Service give any guidance on what the amounts are
that would be allowed?

Mr. STEWART. First of all, it is the Government’s contention that
we do have that authority. The brief that I am proposing to submit
for the record does lay out the Government’s legal argument. That
is the fundamental question. The lawsuit has actually three dif-
ferent charges, but the fundamental one is do you have that au-
thority. If the courts determine no, then the other two issues are
moot.

There has been no specific guidance on overhead charges except
broad definitions of what kinds of things can be considered as over-
head and one of the things that is in the new review will be a con-
sistent definition, which will tighten that up and leave less flexi-
bility for local units to interpret.

Mr. Davis. 1 know firefighting is something that can be used
under the K-V funds, but they are supposed to be reimbursed, are
they not?

Mr. STEWART. The authority for emergency firefighting is that
the Service can use any available unexpended funds, and in gen-
eral, the K-V Fund has been a large fund sitting there and it has
been the one used. As indicated in the earlier testimony, we then
have to go back and specifically request to have the money reim-
bursed. Congress sometimes gives us all or some of it. They did
give a fair amount back this last time and it has been put back into
the fund, but by no means has all of it been put back. There still
is an outstanding amount of I think $300 and some odd million
that is still——

Mr. MEISSNER. $493 million at the beginning of fiscal year 1998.

Mr. Davis. Almost half a billion dollars.

Mr. MEISSNER. Oh absolutely.

Mr. Davis. What could you do with half a billion dollars if you
had that for reforestation today? What could that buy us?

Mr. STEWART. Planting a lot of acres, wildlife habitat improve-
ment, there is a whole range of things that that money was
planned for use. In other words, it is not an optional thing, there
is a plan for each of those sale areas that says specific activities
are to be conducted.

Mr. DAviS. I am just trying to understand. If money either had
not been taken initially or was reimbursed by appropriation, I go
back to my constituents and say here is what we are getting by
doing this. Can you quantify it more than saying planting a whole
lot of acres? I mean, that does not——

Mr. STEWART. We can probably get you some pretty good esti-
mates.

Mr. Davis. I think it would be helpful to know what this money
could buy us in the short term.

Mr. STEWART. I will be glad to provide the information.

Mr. Davis. In terms of implementing the plan, and if we had
this, what we could show for it?

Mr. STEWART. We will be glad to provide that for the record.

Mr. Davis. I think that would be helpful.

Mr. HORN. I wonder if the gentleman would yield for a minute
on this point?

Mr. Davis. I will be happy to.
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Mr. HORN. It just seems to me, listening to that exchange, that
we might say—and if that is not true, tell me—that we put a raid
on the Knutson-Vandenberg Fund and then we send it up to Con-
gress and say well, gee, if they do not completely refill it, that pot
that we just raided for fire problems—which is understandable to
a degree—that then that is Congress’ fault. Meanwhile, we are los-
ing the opportunity for reforestation. Now it seems to me that what
I would like to have at this point in the record is the last year of
fires, where did you take the money from, how much was in that
account to start with and include the Knutson-Vandenberg Fund—
I realize you have got a real problem when you have fires breaking
out in Yellowstone and all over the place, you are talking about
hundreds of thousands of acres—but I think that would sort of clar-
ify. Are we just dipping into this one because this is handy and
Congress thinks it is a good thing so they will put more money
back? Some in Congress might not think it is a good thing and do
not care about it, and that bothers me, because it seems to me the
whole idea of that trust was to make sure that you redid for future
generations what you have just cut for a current generation.

So without objection, that exhibit will be in the record at this
point.

[The information referred to follows:]



83

ENCLOSURE B: Estimate of Projects $493 million in KV Would Cover
(to transcript for July 7 and 9, 1998 hearings by Subcommittee on Government Manage-
ment, Information and Technology); responds to transcript page 48, line 1083.

prepared by Tom Peterson, Forest Management, USDA Forest Service, 12/14/98, 2pages

Response to request as to the amount of work, by activity, that can be accomplished if the
$493 million loan to the fire fund from the K-V fund were to be repaid. Assumptions
used in completing the Table below:
1- SAI (Sale Are Improvement) work was broken down by the following %’s;

a. 39% reforestation

b. 33% TSI (Timber Stand Improvement)

c. 17.5% Wildlife, Fish and TE&S

d. 1.4% Grazing Management

e. 1.8% Range Vegetation Management

f. 1.6% Recreation

g. 4.8% Soil, Water and Air

h. 0.7% Fire operations

2- The above percentages were applied to the $493 million total to determine the
monies associated with each activity. See "Total Dollars Needed" column in table below.

3- Average planning costs per unit of output were utilized to determine the ap-
proximate number of units that could be accomplished. See "Total Units and Unit of
Measure" column in table below.



Program Title

Total Units and Unit of

Total Dollars Needed

Measure

Forestland Vegetation Mgmt

--Reforestation ~415,000 acres $191.3 million
--Timber Stand Improvement ~633,000 acres $164.7 million

Wildlife and Fish Habitat

Mgmt

--Wildlife Habitat Treatments ~41,550 acres $5.9 million
--Inland Stream Habitat Trtmnts. ~100 miles $0.8 million
--Inland Lake Habitat Trtmnts. ~65S5 acres $0.7 million
--Anadromous Stream Habitat Trt ~66 miles 50.8 million
--Anadromous Lake Habitat Trts ~245 acres $0.7 million
--TE & S Activities N/A $0.9 million
Grazing Management $6.9 million
--Structural Improvements ~601
--Grazing Allotments ~732
--Allotments Managed to Std. ~5968
Rangeland Vegetation Mgmt $8.8 million
--Non-structural Improvements ~26,269 acres
--Noxious Weed Treatments ~17,73! acres
Recreation Management
--Trails Maintained ~8667 miles $7.8 million
Soil, Water and Air Mgmt
--Watershed Improvements ~20,609 acres $23.7 mitlion
Fire Operations
--Hazardous Fuel Reduction ~140.000 acres $3.5 million
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Mr. STEWART. The other thing I would like to say, if I could, is
both the administration and the appropriations subcommittees in
the House and Senate have been wrestling with this issue of how
we deal with the firefighting costs. They have increased that budg-
et in recent years. There have been several approaches as to how
that could be done. So far, it is not totally resolved and there is
still—if you had a 1996 fire year or a 1994 fire year or a 1987, was
it, that we had the big one here in California? We probably would
still have some difficulties, even with the increased appropriations.
Again, the authority is that if you are actually fighting fires, you
can use any available fund. Then you have to go back and get it
reimbursed.

Mr. Davis. The other question the chairman had is what are the
other funds you are taking it from? Obviously the trust fund is sit-
ting there and it is kind of helpless, it just lies around. Over the
long term, if this money is not replenished, you will defeat the
whole purpose of the Knutson-Vandenberg Act and it would just be
good to be able to quantify and go back and say here is what we
could have done if we had done this thing appropriately or not had
to take money out of the fund.

Mr. STEWART. We will be glad to do that.

Mr. DaAvis. It will give a better understanding I think to the
Members.

Mr. MEISSNER. Mr. Davis.

Mr. Davis. Yes.

Mr. MEISSNER. We might be able to help a little bit with some
numbers. When we did the work in June 1996, the Forest Service
had outstanding about $942 million worth of projects in the K-V
Fund. So at the time that they were roughly $420 million in the
hole, they had $942 million worth of projects to do. As Mr. Stewart
said, they were already lined up as projects to be done, so——

Mr. DAvis. So these get delayed or not done or whatever.

Mr. MEISSNER. That is a big difference. Obviously that is half of
it lfh(?t could not be done because the money had not been replen-
ished.

Mr. Davis. I guess my question is which half did not get done?
And the other question I tried to ask earlier is how do we deter-
mine what projects are done? Is there an advisory committee to
help on some of these items, to help ferret it out so that we are
not constantly having these other fights in terms of setting the pri-
orities? How do you set those priorities and what groups are just
advisory to the Forest Service in trying to do it?

Mr. STEWART. The simple answer on the individual sale is that
the priorities are set by the plan that is done in advance of the
sale. The bigger question is when money is tight, where the invest-
ment goes around the country, that is a different question and I do
not have with me an answer to that, but I am sure we can get you
one.

Mr. Davis. Let me ask a couple of questions of the GAO. The
subcommittee received a report that the Forest Service had lost
some firearms. Did your review uncover anything of this nature?

Mr. MEISSNER. No.

Mr. Davis. And you noted that the Forest Service has problems
with internal controls. Could you talk about the internal controls
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for the non-auditors that are present? And given the lack of inter-
nal controls, is it conceivable that equipment could be stolen and
not detected?

Ms. CALBOM. Yes, it is, and one of the big problems, as I men-
tioned, is this lack of safeguarding controls over assets. It is con-
ceivable that assets could be stolen and no one would even know
it.

Mr. Davis. OK. Was any property or equipment discovered to be
lost as a result of the recent audit?

Ms. CALBOM. None that I am aware of. Again, we have not seen
the 1997 results, but what you have to realize is because there
have never been good inventories to begin with, even if something
was missing it could go undetected. If you do not have a baseline
to begin with, how in the world would you ever know something
is missing.

Mr. DAvis. And let me ask the Forest Service, I understand the
Forest Service was among the early leaders among agencies for the
Government Performance and Results Act. Has the strategic plan-
ning process affected your activities at all and could you describe
how and what do you consider your key outcomes here in the Ange-
les National Forest?

Mr. STEWART. The latter part of your question I will let Mike
Rogers answer, but one of the things I would like to say—and I
think the reason why the Forest Service did embrace GPRA, the
Results Act, as Members of Congress call it, for good reason, is that
it probably represents the first really good management tool, com-
plete tool. The Forest Service has been doing strategic planning for
a long time, the Resources Planning Act has been around for quite
a number of years. But there is no teeth in it. We can come forward
with a recommended program and it often was not tied to reality,
it was tied to what we would like to see in the future, without any
ties back to budget realities.

The nice thing about GPRA is it has not only a strategic plan but
also an annual performance plan which is tied to budget and an
annual performance report. Sometime early next year, we will
produce for Congress a report that says here is what we said—well,
pardon me, at the end otp 1999, which is the first year that there
will be a full performance plan—we will report back to Congress,
here is what we said we were going to do and here is what we did
do. If we did not do what we said, here is what we are going to
do to fix it. That is the first time I know of anywhere in Govern-
ment where we have used what essentially probably has been com-
mon practice in business. It has changed the way we have done
business, it has focused us. One of the things we are stuck with
is that in the change from sort of the historic commodity programs
to more of a land stewardship kind of role and ecosystem manage-
ment, many of the measures that we have been using to track our
Performa.nce are more related to things like board feet and things
ike that, and they do not necessarily tell you a good measure of
the land, and so we are having to develop new measures. Many of
those are not the sort of thing that you can report annual change
in. In other words, investments in a watershed to improve the wa-
tershed may not show effects for 5 or 10 years. In the meantime,
we need to be accountable for the investments we make on an an-



87

nual basis. So we are wrestling with how you tie short-term ex-
penditures to long-term change. And we have some thoughts on
that, we are not unique in the natural resource arena, there is a
natural resource forum that includes EPA and the other natural re-
source agencies wrestling with how we do this very thing.

Finally, we have taken the performance plan concept one step
further and we disaggregated the performance outputs in that plan
down to the regions and the regions probably in turn have done
that down to the forest level, and included key indicators in the
performance plan, in the individual performance, for people like
Mike Rogers and myself. So what it is tending toward is to provide
personal accountability for achieving the outputs that we said we
were going to produce.,

In terms of how that plays out and what are the important
things for the Angeles, I will let Mike respond to that.

Mr. ROGERS. Your question is very appropriate. The Angeles is
a lot different as a national forest than tﬁe other 155 national for-
ests. The southern California forests, for that matter, are different.
When you look at the Government Performance Results Act, it is
about commodity production and we are service providers. So very
few of the components in the Government Performance Results Act
apply directly to these four forests. When you look through the list
of tangibles that we have to report back on, we are not in there,
we do not do those kinds of things, we do not produce board feet.
So there is a lot of work that is going to have to be done to make
it fit for the unique forests that are service providers rather than
commodity producers,

Mr. Davis. Thank you.

Mr. STEWART. If I might just add one thing, one of the issues be-
fore us here is financial management and the whole accountability
issue. One of the three strategic goals in that plan—there are three
strategic goals. One of them is organizational effectiveness.

When we did consultation with the key committees on the Hill,
they initially argued that that was not an appropriate strategic
goal, I mean that is just something that should be expected. I think
as they heard more and more about some of our problems with in-
formation, they recognized the need for it and now generally accept
it. In that one, we have specific goals related to both financial man-
agement and information management in general. Those also are
disaggregated to appropriate line officers and fiscal agents and so
forth within the organization for accomplishment.

Mr. HorN. I want to commend you on working on those perform-
ance indicators. We regard this in terms of the leadership of the
House, this subcommittee, as the most important thing we could be
doing and the executive branch could be doing. We have held ex-
tensive hearings on this, this proposal came out of our sub-
committee, and we have been tremendously impressed with the
State of Oregon and how they have developed performance indica-
tors, benchmarks, if you will, as to the success or failure of any of
its programs.

I was thinking as you were talking, I do not know if they have
applied it to their State forestry operations, but it might be inter-
esting to see what Oregon is doing. I think a lot of us read recently
about the Governor of Oregon, who is sort of a new breed of person
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in the governorship, an M.D., an environmentalist, and a tough-
spoken person. So I think it will be worth looking at. We will prob-
ably go out there, hold a hearing on what they are doing.

What we are trying to model all this after is what New Zealand
and Australia have already done. They are the two most reformed
Governments in the world. We are not. But in some of the cities
of America, they have certainly done a good job and I commend you
for pursuing this because first, we have got to get that financial
system working that tie dollars and cents, but we should not be
measuring achievement on just dollars and cents, we have got to
measure on what are the needs of the clientele, if you will, both
professionally, the citizens, the residents, whatever, the traveler.
To try and relate what you are doing to that is not easy. We had
a staff, the authorizing type, and the appropriations type, and our
oversight types, that went over all these plans and gave them
grades. Some of them were very good. Some of them had a long
way to go, but it is a new experience for most of the executive
branch. But 1 think most of your people, when they went to under-
graduate school, which a lot of yours have, I would think probably
got into this approach in how you analyze are you achieving some-
thing. And it is not just how many dollars you spent or all the rest
of it, it is some of those categories you mentioned.

Do you have any other news at this point as to how that is com-
ing and how it is going to be developed? It seems to me it has got
to go from the bottom up, the people that are living out there in
the forests should be the ones that are saying, “well, here are some
of the things we are trying to do.”

Mr. STEWART. One of the complaints of the current strategic plan
is initially it was developed as the Resource Planning Act proposed
program, draft program for 1995, and had been accepted by OMB
and even GAO that that would be our strategic plan. As that start-
ed through the process and people began looking at it critically,
they said it really did not meet the requirements, and so we went
through a series of iterations of rewriting of it. As it came out, it
looked somewhat different than the RPA program, which had a sig-
nificant amount of public involvement. Because of that, we have
hfld criticism that we have not involved the public in the strategic
plan.

Last week, we had a national teleconference with Forest Service
employees, hosted by the Chief, in which he laid out a strategy for
revising that plan and doing exactly what you say, beginning with
the ground up. The expectation is that the forests and other field
units of the Forest Service and the national office will begin a na-
tional dialog internally and externally with our publics to help
shape the next version of that strategic plan. It is required every
3 years—that is the requirement, you can do it in less. So our in-
tent is to try to re-examine that plan as quickly as possible.

As part of that, we have a number of efforts working with other
agencies and State foresters and others of doing as you said, trying
to come up with better measures. Because the ones we have frank-
ly—and we have been very open in admitting that—are more—they
are the easy things to measure, but not necessarily the right things
to measure, given your long term strategy.
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I disagree a little bit with Mike in that there is a whole host of
things on health of the land, but they again are not the things that
you can measure very well on an annual investment basis and we
have got to really work on that.

Mr. HorN. Did you have some more questions?

Mr. Davis. No.

Mr. HORN. Let me go back to the one Mr. Davis asked of the For-
est Service on these lost firearms. We received a report the Forest
Service has lost some firearms. Did your review uncover—have you
done any review within the Forest Service on this? Apparently g -
arms are missing.

Mr. STEWART. I am not aware of that. That does not mean it does
not exist, I am just not aware of it.

Mr. HORN. Yes, this would be a whistleblower comment and I do
not know at this point what particular forest this occurred. But
how do you deal with the equipment situation? A lot of it gets some
pretty rough use in terms of gres and snows and all the rest of it.
Wl}’at kind of an inventory system do we have in the Forest Serv-
ice?

[The information referred to follows:]
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G, United States Forest Washington Office 14th & Independence SW
i ) Department Service P.O. Box 96090
of Agriculture Washington, DC 20090-6090
File Code:  5380/6400 Date:  Septemnber 2, 1998
Route To:

Subject: Firearms

To: Thelma Strong

You had asked me to give you a response to Congressman Homn's question to Ron Stewart
concerning lost firearms within the Forest Service. Law Enforcement and Investigations (LE&I)
only inventories firearms that are assigned to law enforcement officers and special agents. The
Forest Service has many more firearms that are used by employees for cone shooting, porcupine
control, protection from bears, etc. The overall responsibility for property management and
accountability for firearms would be Property and Procurement.

The Office of Inspector General (OIG) is currently preparing plans to conduct a complete
physical inventory of all firearms owned by the Forest Service. The Forest Service awaits
completion of the inventory for the contprehensive answer on status of firearms.

If you have any questions or need further information, please contact me.

/S/Greg Nichols

GREG NICHOLS
Assistant Director
Law Enforcement and Investigations

& |
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Mr. STEWART. Of course one of the things in the GAO and OIG
audits that showed us to be deficient is that we did not have a cur-
rent inventory or did we necessarily have the value of our property,
including the physical property, land, and buildings. We have been
in the process very intensively, I know Mike was telling me yester-
day how much energy and effort they are investing into going out
appraising land values and building values and getting a full in-
ventory of materials.

I would be surprised though in the law enforcement arena or
even in the fire arena, we generally have a much better inventory
there. It is true that when you get large fires going and you are
removing equipment from the fire caches, that a lot of that equip-
ment becomes expendable. That is, batteries wear out, those kinds
of things, and equipment is broken. But they do account for it I
think fairly intensively there. The problems seem to be in other
areas where we have not kept as good record, but I would certainly
be glad to followup on this, this is news to me.

Mr. HORN. When we get more information, we will call you on
that and give it to you.

Mr. STEWART. Good, thank you.

Mr. HorN. In 1996, Congress passed a law that was sponsored
by our wonderful late colleague, Steve Schiff, who represented Al-
buguerque and just died a few months ago. It allowed the Forest
Service to lend their craft to private firefighting companies when
you have one of these fires. This program has been plagued, I am
told, by accountability problems and loaned aircraft which really
became grants. Has any progress been made on addressing the con-
cerns that were raised? I think the inspector general’s reports also
mentioned this situation. Where are we on that?

Mr. STEWART. The issue actually predated that law. In fact, the
law was written as a result of the early investigations in which ap-
parently there had been some improper use of the Aircraft Antig-
uities Act or something like that in transferring property. Some of
the newer aircraft, newer being things being built in the 1950’s and
1960’s, C-130’s and P-3’s. That law now makes it legal. We have
been in the process of finalizing the regulations and the contract
provisions to make that happen. Because of the controversy, there
has been a lot of interest in how that is going to work. It is my
understanding that that is soon to be done, it involves the Depart-
ment of Defense, since they own the aircraft, and the Forest Serv-
ice and the contractors. But we are very close to having that
worked out and that law was, again, a terrific piece of legislation.

I was, last week—one of my jobs is I am chief accident investi-
gator for the Chief’s office, and we had an air tanker go down in
New Mexico and the pilot and copilot were killed. If you look at our
aircraft fleet, it is very, very old and the opportunity to bring in
this newer, faster equipment is going to probably, in the long term,
make our firefighting forces much more effective. It is a piece of
legislation that is very welcome and has taken, unfortunately,
longer than we had hoped to work through all the negotiations
with Department of Defense and the other responsible parties.

Mr. HORN. Now has the Forest Service asked for appropriate
equipment in its budget presentation and did the Secretary ap-
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prove that? Did OMB approve it? Did the President cut it? What
happened?

Mr. STEWART. We have generally had very strong support within
the administration and in Congress, as I mentioned earlier, for our
firefighting efforts. The difference has been how you fund emer-
gency firefighting efforts. Again, I think to be fair, folks have said
with all the other immediate issues, since you have authority to
spend any available funds, it is one we will deal with as it comes
up. We have probably, both as an agency and as a Congress, sort
of overlooked some of that. But in terms of getting the equipment
we need, I think in general that has not been a problem. I will
point out that the aircraft that we use, the air tankers we use, and
a lot of the aircraft fleet that are accessible to Federal agencies and
States in terms of fire emergencies like the one in Florida are
under contract, and therefore not owned by us, and part of the fire-
fighting appropriation.

Mr. HORN. Now as I understand it, the Department of Defense
can give you excess vehicles, aircraft, that they have and just want
to retire and get a new generation. How is that working?

Mr. STEWART. Very well. A great example of it is the State of
California, one I am somewhat familiar with. Their aircraft, their
base air tanker, which is the S-2, is a surplus Government aircraft
that was a Navy aircraft that actually, as I understand it, they are
probably owned by the Forest Service and loaned to the State of
California. Much of their helicopter fleet is also surplus military,
probably owned by the Forest Service and loaned through the Sur-
plus Government Property Program to the State. It seems to work
very well. There has always been concerns about the management
of that, there have been several oversights by GAO and others of
it periodically. As far as I know, any deficiencies in that program
have been largely corrected.

Mr. HORN. Does the Forest Service have the authority to loan to
the State of California, when they have a fire problem and then
that equipment reverts to the Forest Service? How does that work?

Mr. STEWART. Generally, we are under sort of a mutual assist-
ance agreement and the closest available resources and then they
reimburse each other after the fact. So, for example, Mike Rogers
and I had the unexpected pleasure in 1993 of being down here for
the big fire siege. While there were fires on National Forest System
lands, there were a lot of them that were on county protected and
State protected lands. Nobody worried about the color of uniforms
or anything else, we fought the fire and we fought them side by
side. I think there were 15,000 Federal firefighters down here.
Many of the aircraft were under Federal contract.

After it was said and done, we kept records of whose fire they
were on and what resources were used and then we reimbursed
each other. Sometimes we find it is a wash.

Mr. HORN. Yeah.

Mr. STEWART. Therefore, you do not worry too much about trans-
ferring the records. You validate that it was——

Mr. HORN. What is going on in Florida right now, I think is a
good example of this, where they are coming from all over the
United States.
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Mr. STEWART. In fact, some of Mike’s people are down there, 1
understand.

Mr. HORN. Does the General Accounting Office have any com-
ments on this swap of equipment and inventory and so forth?

Mr. MEISSNER. We are currently not doing any work in that area.
We have simply accumulated how much money is spent for fire-
fighting—pre-suppression and suppression costs. We have periodi-
cally though, Mr. Chairman, looked at that as Mr. Stewart dis-
cussed, but we are doing nothing that is current.

Mr. HORN. Any comment to make on that?

Ms. CALBOM. Again, as far as financial management goes, there
is a real lack of controls and it gives rise to the very real possibility
that some of this equipment that is swapped or costs that are in-
curred between the different branches of Government would not get
picked up properly, therefore, we would not be able to know what
the true costs of fighting these fires are.

Mr. HorN. Well, do we have any suspicion that some of it is just
going on a black market, shall we say, being dumped somewhere,
resold as surplus equipment, that kind of thing?

Ms. CaLBOM. We do not have any information along those lines,

0.

Mr. HORN. OK. Well, since we are talking with GAOQ, could you
%'ive us in greater detail your comment on the various problems in
1nanci?al management that could result in unnecessary budget re-
quests?

Ms. CALBOM. Really a couple different areas. As an example, if
you do not have a good inventory of your equipment, you may have
a request to purchase equipment that you already have. You may
have it in a warehouse in North Dakota and not realize it. It is just
this matter of knowing what you have so that when you need it,
it is there and it is accessible.

Another example would be in the area of accounts receivable
which the Forest Service has had a very difficult time tracking, and
I know they are working very hard on this area as well. But if you
cannot properly track your accounts receivable for reimbursable
services, and therefore you do not get reimbursed, that is just less
money you have got to spend on your program activities, so you
have got to request that much more money. So it is those types of
items, the general lack of keeping the purse strings tight.

Mr. HORN. See, I mentioned earlier the situation we had with the
Pentagon where we could not find $25 billion and it is now down
to $10. The problem was they never could match their acquisition
purchase documents with their inventory. And they did not know
what they had either. When your team I think went over to look
at Department of Defense why you found missing missile launchers
and everything else, and a few boats were missing. That is hard
to believe, but nothing is hard to believe when it comes to the Pen-
tagon.

q An)‘;how, any feelings you have got on this situation? How are we
oing?

Mr. STEWART. Well, just to indicate what some of the—maybe to
confirm what some of the problems are, the Foundation Financial
Information System, which is absolutely critical, or something like
it, to be able to have a good accounting system, it was tested this

n
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year in two regions of the Forest Service, Pacific Northwest Region,
which is Oregon and Washington, the State of Alaska, which is Re-
gion 10, and the Pacific Northwest Research Station, which actu-
ally covers both of those regions. And in the implementation of
that, we discovered a number of problems, which apparently were
unanticipated. But one of the things—just to understand some of
the complexity of this thing and, you know, we share, the agency
shares in creating some of the complexity and a lot of others do too.
I think there is enough blame to go around in this one in terms
of creating a monster. But there is something like 75 million trans-
actions a month that are entered in nationally, not just in those
areas in the test, and there are 800 data points. So trying to get
quality control of the information entered has been virtually impos-
sible. Plus I have forgotten how many millions of management
codes we have, some o? which have only $5,000 deposited. Nobody
has ever asked the question what information do we need to man-
age the agency. And I would like to say being a forester, it is prob-
ably because people like me were running the outfit and our knowl-
edge and interest was on the natural resource side and frankly,
that is where the public’s and Congress’ has generally been. It is
when we started and when OIG and others really began looking at
a lot of those that we began realizing just how inadequate our fi-
nancial information is to make good decisions.

You made a point earlier that I would like to re-emphasize, and
that is that if we do not get good financial information, we might
as well give up the rest. All the other ideas and things we got just
do not make a lot of sense. Until we can account for what we have
got, what we own and what we are spending and what we are col-
lecting, the rest of it does not make a lot of sense right now. So
the energy and the effort are going into trying to make the finan-
cial system work.

Now while we are trying to get this Foundation Financial System
up and running, we are not sitting around. One of the things that
every forest, every unit is doing is going through all of its property
inventory, it is doing appraisals on its facilities, it is updating a
data base we have got called infrastructure, which will give us fi-
nally I think a good measure of what we own and what condition
it is in, which is another question. We have made estimates of our
backlog and facilities maintenance.

Mr. HORN. On that very point of the appraisal and condition, has
the national headquarters given the basic scale of what degree of
degradation, shall we say, in housing, offices in the forest—how are
we getting at that so you can get some comparability of data be-
tween forests?

Mr. STEWART. I think there is also a new system being imple-
mented for looking at our recreation facilities too. I am trying to
remember the name of it. Right now, we do not have a very con-
sistent way of doing that and it probably is very different from unit
to unit across the country.

Mr. HORN. Let me move to the Knutson-Vandenberg legislation
again and ask GAO, what recommendations have you made to
produce a working budget in this and does anything concern you
on the previous dialog Mr. Davis and I had about taking the funds
from Knutson-Vandenberg and using them for firefighting and then
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hoping Congress in its largesse will refill the pot. What kind of sit-
uation do you see here?

Mr. MEISSNER. I think you correctly said that this is a nice viable
pot of money and it is easy to have access to and it probably works
OK as long as it is restored. There is a new piece of data though
that I did not say earlier that is kind of significant here. The For-
est Service runs in the K-V program about $180 million a year in
expenditures. By their own estimates, not mine, the Forest Service,
at the end of fiscal year 1999, is only going to have $230 million
left in the fund. Now it does not take very much time if I am run-
ning $180 million a year in expenditures and I have only got a bal-
ance of $230 million. The balance will not last very long. Since the
Forest Service generally has a 2-year budget process, you can see,
it will not even cover the next 2 years. They may say that they
keep adding money to the fund, but you need to remember that
every dollar they add to the fund sets up another obligation for an-
other project. So yes, while more money is added every year, the
amount that is added every year, because of the decreasing timber
grogram, is going down substantially. So it is only a matter of time

efore there is not enough money in that fund if it is not restored.
So the answer is easy. You have $900 million worth of projects but
you have only $233 million left in the fund, that is a difference that
cannot be sustained. They are going to have to get the money
someplace else.

Mr. HoORN. Has the Forest Service thought about that issue, as
things decline? What is the thinking?

Mr. STEWART. Well, first of all, obviously we have depended on
collections from our timber program to do a lot of good work on the
ground. As I said, originally the intent with K-V was to make sure
you reforested the harvested area. In recent years, that expanded
to include wildlife habitat improvement, watershed improvements,
and a lot of other things. We have funded a lot of work through
that program, but we are not cutting 11 to 12 billion boardfeet any
more, it is about 3.5 billion. So we are not collecting the receipts.
So we have gone back, with the administration’s support, and pro-
posed direct funding through appropriations much of that same
work, and not rely on timber receipts and timber generated reve-
nues in order to conduct those programs.

Along with that, there has been a related thing, and Mr. Davis
brought this up, this issue of rural communities and the tension be-
tween rural and urban communities on the whole timber program,
because rural counties oftentimes get a significant amount of the
revenue for roads and schools from timber receipts. Now they get
them from all receipts, including recreation receipts, but those have
been in the past relatively small compared to what has come out
of the timber program. So as our timber program has gone down,
the counties have seen marked declines in their budgets.

There is also an administration proposal that was sent by the
Secretary of Agriculture earlier this year to find a way to fund the
county school and roads programs, that portion of the so-called 25-
percent fund, from a permanent and definite appropriation. That is
being considered in Congress not likely, the way it looks, to be
passed this year, but at least it is out on the table being debated.
Again, it is this link that so much of what we did was tied to re-
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ceipts collected from the timber program which is no longer there.
How do you get that work done? Similar situation with the recre-
ation program, if you cannot do the program with appropriated dol-
lars because of the constraints on the budget, how—you either do
not do those things—and I have not heard people tell us to close
campgrounds, close trails, and not to clean the toilets—how do you
fund those things? It is creating, I think, a whole new area of de-
bate about how we fund the Federal land management agencies. It
will be very interesting over the next several years.

Mr. HORN. Let me ask you both, is it fair to call the Knutson-
Vandenberg Fund an off-budget fund? My experience with off-budg-
et funds is the budget control agency, be it State or National, take
into account when you have got a trust fund and say oh, gee, that
is interesting, we will just cut your budget elsewhere. Now what
kind of experience have you had on the reforestation, do the au-
thorizing committees say wait a minute, we know you have got
that pot over there, do not cry so much, et cetera—what has your
experience been?

Mr. STEWART. I am sure our authorizing committees have altru-
istic motives in trying to do the best balance for the Forest Service.
I think that is a danger that is always there. It is kind of like is
it easier to dip than to fully fund an emergency fire program which
is going to be on budget. Everybody can play a game, and what I
am saying is something Chief Thomas said before me, before the
appropriations committees, we sort of played a game with the fire
budget in that rather than coming up with a budget buster and
funding the program for what you really need to, using like a 5-
or 10-year average of what we spend for firefighting, it is much
easier to sort of ignore it and pay for it later. In the meantime, bor-
row against available funds. I cannot say that they have purposely
done that or that the administration has, at least, there has never
been any discussions in which there has been purposeful tradeoffs
of those kinds of things.

You are correct though, it is not a free lunch. The rate at which
you can use the funds in a year is controlled by OMB through their
apportionment. In fact, once, we actually triggered the apportionate
part of the NA Deficiency Act in our fire program, which was I be-
lieve in 1996, in which we underestimated what the expenditures
were going to be and we had the money, which was K-V and per-
haps other funds, and we spent it, but it was above our appor-
tioned amount and therefore we triggered it.

Mr. HORN. I was going to ask on other funds, are there any other
funds similar to the Knutson-Vandenberg Fund available to the
Forest Service?

Mr. STEWART. We have a number, we have the reforestation
trust fund and——

Mr. HORN. Is that the Weeks Fund, or which one? Senator Weeks
in 1911 or so?

Mr. STEWART. Mike may know. I am not sure exactly. There is
a number, salvage sale fund is another one which is available to
the Forest Service where it does not have to be appropriated. As
I say, the reforestation trust and some others.
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Mr. HORN. Well, why do you not just give us a nice little chart
to put at this point in the record?

Mr. STEWART. Be easy to do.

Mr. HorN. OK.

[The information referred to follows:]
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Enclosure D

Forest Service Management - July 7, 1998 Hearing

Bellflower, California

Reply to request in transcript, page 75, line 1732

Permanent & Trust Funds

. Cooperative Work:

Knutson-Vandenburg (K-V)

. Cooperative Work:

Other

. Brush Disposal

Licensee Programs

Restoration of Forestlands & Impv.

Recreation Fee
Collection Costs

Recreation Fee
Demonstration Program

Purchaser Election
Program

. Timber Salvage

Sales

Timber Sales
Pipeline Restoration Fund

. Receipts for

Roads and Trails

. Midewin NTP

Rental Fees

. Midewin NTP

Restoration Fund

$ in Thousands

1998 1999
Final Presidents Budget
$143,000 $133,000
$53.364 $53,364
$24,000 $25,900
$121 $121
$600 3600
$1,125 $975
$16,000 $20,000
$6,499 $6,499
$171,000 $159,000
$2089 $4,285
$28,342 $27,371
$1,200 31,200
$5 $100



14. Operation and Maintenance of Quarters $6,772 $8,000
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Mr. HORN. What is a typical amount and what is in there now,
this kind of thing.

Mr. STEWART.% do not have the number with me.

Mr. HoRrN. No, we will just put them in the record and clean up
the record in the next 3 weeks, if you could.

Moving to the accounting group again, do we know how stand-
ardized the accounting is among regions of the Forest Service, or
are there differences in accounting? Do you pretty much have each
regional end of the Forest Service do things in the same way on
the accounting, for accounting purposes, or is it just—is there no
uniformity in this? That is what I am curious about. Has GAQ
looked at that?

Mr. MEISSNER. I think we can respond to that.

Mr. STEWART. And I am sure I will be in agreement with you.
[Laughter.]

Ms. CALBOM. You know, that has been part of the problem, and
I know that policies and procedures are being developed now and
have been and are starting to be implemented, but the whole au-
tonomous structure has been part of the problem that has got the
Forest Service in the mess it is in today.

Mr. HORN. So the question is how far are we coming to get com-
parability between regions?

Mr. STEWART. A long way. The philosophy had been historically
that everything was decentralized. That goes back to a principle
that Gifford Pinchot had, and it really related in those days to the
natural resource side of things. In other words, you could not na-
tionalize decisions that needed to be made locally because the con-
ditions were best understood by the local manager. We took that
to the extreme in almost everything and generally only provided
very, very broad guidance on almost every aspect of management
of the Forest Service, and as just was pointed out, that is probably
the strength of the agency and also its biggest weakness.

The philosophy now is decentralize natural resource decision-
making, centralize the business information. So we are standard-
izing everything from our natural resources data bases and our fi-
nancial data bases and there will be less flexibility for local inter-
Eretation, much tighter controls over what kind of data goes in and

ow it is used, what kinds of analyses are performed and so forth.
But that is a major change in philosophy and it has not come easy
because it has gone against sort of the culture of the organization.

Mr. HORN. Any comments.

Mr. MEIsSNER. This is an exceptionally decentralized organiza-
tion and I cannot emphasize that any more, which allows a great
deal of creativity. As Mr. Stewart said, some times creativity adds
to insight, but when you are creative with the accounting system
or creative with the way you account for funds, that probably is not
on the good side of that equation. To repeat, it is an exceptionally
decentralized agency. We have never, whenever we have looked at
grograms, found consistency. There is one Forest Service standard,

ut if we go to three locations, we may find three different ways
of doing business and that is commonplace within the agency, and
it is something they really have to fight hard against. It is really
a difficult situation that they have accepted over decades, this de-
centralized creative accounting system and the way they account
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for funds and the way they do business. And to say we are not
going to do that any longer is a major change in their culture and
it is not that easy to accomplish.

Mr. HOorRN. Well, I do not want to thwart creativity either, I
might say. I know that battle of headquarters and field, we all do
it, I think. The only way to break some of that down is you move
people back and forth so they understand “Mile’s law,” where you
stand depends on where you sit.

Mr. STEWART. I did not realize that was from Miles, I have used
it frequently.

Mr. HoRN. That is Rufus Miles, Assistant Secretary for Manage-
ment in HEW and there is a whole article he wrote under the Pub-
lic Administration Review, where all the little corollaries go on too.

The Knutson-Vandenberg Fund I understand had, at least at one
point in time, as much as 27 percent of the fund was taken for
overhead. Is that about the current figure?

Mr. STEWART. That is about the current national average I be-
lieve, yes.

Mr. HORN. What do we do with that 27 percent overhead? What
happens to it?

Mr. STEWART. Qur position is that we pay for the indirect costs;
that is, management oversight and the costs of providing that man-
agement oversight, for common services such as space, computers,
utilities, phones, and so forth, and for common services such as
personnel management. We pay for that two different ways. One
is with general assessment, and that is defined by Congress and
every year we go forward with a definition of how we are going to
spend that money on what specifically. But mostly that goes unless
you cannot identify a benefiting function without going through a
Herculean effort. But the first rule is if you can identify a bene-
fiting function, it will pay for those costs. They are called indirect
in that the direct costs are the person going out and planting the
tree or the people immediately close to the ground. But they cannot
do their work if they do not have space, if they do not have vehi-
clei, if they do not have telephones, and if they do not have over-
sight.

Mr. HorN. Is the 27 percent directly related to the remainder
and how that is expended, or is the 27 percent just thrown into a
Forest Service pot to help lower their actual budget expenditures
for support services that have nothing to do with reforesting trees
in the National Forest Service?

Mr. STEWART. I cannot tell you what individuals do, I can tell
you what at least the philosophy is, and that is to charge against
those funds, the trust funds—and there is more than K-V, as we
were mentioning.

Mr. HORN. Yeah.

Mr. STEWART. To try to attribute to them, as closely as we can,
the actual overhead costs, if you will, or indirect costs. That is one
of the reasons if you were to look at the different funds and GAO
looked I think at five different trust funds, that the rates of indi-
rect charge are different between them. The K~V is about 27 per-
cent, I think.

Mr. MEISSNER. K-V is on the high side.
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Mr. STEWART. Yeah, and the others are lower. But the others, if
you were to look at what it costs in terms of space and other kinds
of things to deliver them, are somewhat less, and so in an attempt
at least to try to get at the real costs, the rate at which they are
charged is different. So it is not an arbitrary—we need 27 percent
or we need X number of dollars—that works out to be 27 percent.
There is at least an attempt to try and calculate what the actual
space used and so forth, and apportion it out accordingly.

Mr. HORN. I am tempted to say that trees cannot squeal, but
maybe the other trust funds have advocacy groups that squeal a
lot. I mean, is that true with Knutson-Vandenberg?

Mr. STEWART. Well, you have John Hofmann here from the tim-
ber industry, I am sure he will squeal about the salvage sale funds.

Mr. HorN. OK. I am curious what GAO has, do you have some
basic ground rules you have developed over the years as to how one
attributes overheag and distributes overhead and charges against
a fund for overhead? GAO, any guidance on that?

Mr. MEISSNER. Absolutely. A couple of things about this, I think
your 27 percent would not be so serious except that since 1993, it
18 a 50 percent increase. So I think the significant thing is not just
that it is 27 percent, but in just a 5-year period of time, the propor-
tion has increased 50 percent over what it was. That is a remark-
able change over a short period of time,

We are currently doing some work for Congressman Smith and
House Agriculture on looking at overhead overall, and there are
some problems with the definitions. It is not as easy as indirect
and direct costs, and there may be some questions about whether
the current definition that the Forest Service uses even complies
with Federal standards. That is some work that we are working on
right now.

Mr. HoOgrN. Well, is the Federal standard the Office of Manage-
ment and Budget?

Mr. MEISSNER. Again, it is an organization that has now devel-
oped some standards, I think they were published July 1995, if 1
remember the date correctly.

Mr. HORN. Are you talking about the accounting board——

Mr. MEISSNER. Yes.

Mr. HORN [continuing]. Standards.

Mr. MEISSNER. Yes.

Mr. HorN. Has OMB ever adopted them in one of their A circu-
lars and given guidance to the executive branch as to how you fig-
ure that overhead?

Mr. MEISSNER. For purposes of the definitions, they have pub-
lished a document over their signature on how they define the
terms. I may have to rely on Linda for that.

OII\VId]g' CALBOM. All FASAB standards are in effect adopted by

Mr. HORN. Yes, spell out what FASAB is.

Ms. CALBOM. The Federal Accounting Standards Advisory Board.

Mr. HorN. Right, and is it made up of people from outside the
Government as well as in?

Ms. CALBOM. It is primarily inside the Government. You have got
OMB—

Mr. HorN. I thought we had some leading accountants on there.
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Ms. CALBOM. Not on this—well, these are leading accountants
currently on the board; for instance, GAO’s chief accountant sits on
that board, who spent many, many years in a big six firm, so we
do have some—in that context, we do have some outside account-
ants. There are some—for instance, Don Chapin, the former chief
accountant of GAO is on that board as well.

Mr. HORN. So they have issued some standards.

Ms. CALBOM. Yes this is the cost accounting standard.

Mr. HorN. OK, now has the Office of Management and Budget
adopted those standards?

Ms. CALBOM. Yes.

Mr. Horn. OK, what is the circular, do you know? The staff can
get it.

Ms. CALBOM. I am not sure which circular, but OMB publishes
the FASAB standards, but I am not sure—

Mr. HORN. So that is presumably the guidance you are following.
That is all I am curious about.

Mr. MEISSNER. It is not the guidance they are currently fol-
lowing.

Mr. STEWART. I was just going to say, I doubt that it is right now
or we probably would not have a problem with definition.

Ms. CALBOM. Yes, that statement number, statement four I be-
lieve it is, has—the cost accounting standard which is just in effect
for fiscal year 1998.

Mr. HogN. OK, I am just looking here at what else I want to pur-
sue before we get back to some other aspects here.

Let me ask you one final question and then we will let you go,
unless some of you are going to stay here during the other wit-
nesses on panel two. I would appreciate it, because we might have
s}cime questions come up where we would like to ask you about
them.

You are familiar with the Government Corporations Control Act,
that has been on the books for I think about 50 years. Under it,
Government corporations get separate treatment because they have
large numbers of business-like transactions. The Hoover Commis-
sion liked a lot of this also. The question that comes up, has the
U.S. Forest Service given any thought to its basic structure as it
enters the second century? Would a corporate structure be a better
way to go, would it give you more flexibility, than the sort of
present non-corporate structure? In other words, there are various
corporations—TVA was the prize one. The Department of Agri-
culture and the Department of the Interior all loathed TVA in the
1930’s because it took their mission away in seven States. But it
worked, and they developed those seven States and integrated their
planning over those seven States. I was just curious, in your long-
range thinking, is that a possibility?

Mr. STEWART. Just two comments. One is 1 guess it has been
about 4 years now, we did a major internal reinvention effort. In-
terestingly enough, I had not thought about that in the context of
what you are saying, but when it did propose some restructuring,
it basically did not change the fundamental levels of the organiza-
tion. In other words, it still had a national headquarters, a re-
gional, and the local forests. What it did was combine regions and
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that turned out to be & very hot topic, when you proposed to close
Missoula, MT as a regional office, for instance.

Mr. HORN. Their School of Forestry would not appreciate that.

Mr. STEWART. No. And a few others too.

Mr. HORN. Yeah.

Mr. STEWART. But to my knowledge, other than sort of tinkering
around the margins with the current organizational structure, in
recent years, there has been no serious look at a significant re-
structuring. I will say that one of the things that is refreshing
about our new chief operating officer, Francis Pendolphy, because
he does come in with a private sector view, is tending to ask a lot
of questions that would lead one to think that once we get along
in the financial management, that we will be taking a serious look
at how we are organized to do business, and whether the way we
were organized in 1905, which is basically the structure we have
today, is really the way we ought to be doing business now. So
while it has not been, :ny guess is, given where Francis is coming
from, once he gets on top of the financial things, that will probably
be about the next thing he will want to look at.

Mr. HORN. That is very interesting.

Mr. Rogers, my last question is te you. This Adventure Pass that
you have talked about, mentioned, I have heard some gripes from
some citizens in southern California that jiminy crickets, they are
charging us to pull over off the highway and look at the scenery
of a national forest or take the kids and wander into the forest.
Just give me a feel for how that system works? I mean, can you
buy the Adventure Pass for an hour of driving through a forest, or
is it a day, is it a week, is it a month? What is the price, and you
did note that I guess 20 percent were not too happy with the idea.

Mr. ROGERS. Twelve percent.

Mr. HORN. Yeah, 12 percent. Give me a feeling for how that is
administered and what the costs are. Idlewild, I think some people
I knew had been up to Idlewild were bothered by it and a lot of
the merchants were bothered by it and they sort of ran into a lot
of angry people. So tell me your side of it and how it works.

Mr. ROGERs. We have two sets of situations. We have commu-
nities inside the national forests, like on the San Bernardino and
up at Idlewild, that feel they are already there and they should not
have to pay to use the national forest that surrounds them, and
then you have people that are outside the forest, that essentially
do have to pay if they come into the national forest.

But there are exceptions to that. We have all along the front
country of the Los Padres and the Angeles, people that hike in do
not need an Adventure Pass. It is primarily for the users that come
in with carloads of coolers and all the paraphernalia it takes to
have an outing on the forest and then essentially when they leave,
they leave all that behind. We had no way of keeping up with the
clean-up cost.

So to answer your question, there are two forms of Adventure
Pass. There is a $5 pass for a daily visit. If you are going to go into
the national forest and stop anywhere, you need to have that pass
displayed, or if you are a frequent user, you can buy a $30 annual
pass and then you are free to come and go as you want as long as
that pass is displayed in your vehicle.
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Mr. HoRN. So it is $5 per car, is it, essentially?

Mr. ROGERS. Correct. We tried to make it as unobtrusive as pos-
sible. There are some forests that require everyone to wear a tag
and we did not want to do that. We wanted to make it very easy
for people to comply with it. We knew there was going to be resist-
ance right off from the beginning because people have had free ac-
cess to the national forests for all the time that we have had them
here. I just recall back though when we introduced campground
fees in the early 1960’s, we had similar concerns about why do I
have to pay a fee to use a campground, but there were special serv-
ices provided that were extra costs and that was a way of defraying
those costs among the frequent users rather than over all the tax-
payers.

Mr. HORN. How much are we collecting?

Mr. ROGERS. Ron Stewart said we might talk about how we came
up with the fees. There was actually a lot of analysis that went
into the fees. The research that we talked about by San Bernardino
State was based on user surveys on all four national forests, of cur-
rent users on the forests. Users were asked if they—under what
conditions they would pay a fee, and the comments back were the;
did not want to pay a fee. But the overriding comment we got bac
was if the money stayed on the ground locally, they would have
less resistance to paying a fee.

The researchers also talked about the fee structure, because we
did not want to drop out the lower income level of the population
from using the national forests. Many of the diverse users that we
have coming to the forests go to Disneyland at least once a year,
they are paying $26 a person to go there and taking whole families.
Most of them felt that the $30 annual pass was a good deal. We
have been running a recreation fee program in San Gabriel Canyon
on the Angeles since 1988 and we have to actually close the road
at about 10 a.m., because it is up to capacity and anything more
than that, we would start getting resource damage. So the fees
have not deterred people from using the forests. I know we have
got users that will not use the forest because they are paying a fee,
but we have got new users that are coming to the forests every
year, they are willing to pay the fee and we are actually having to
turn many people away early on weekends and early in the morn-
ings because we are at capacity already.

Mr. HORN. What is the amount you have raised? When did you
start it, let us start there.

Mr. RoGeRs. We actually started charging fees in July 1998—
1997, excuse me, 1997. And at the end of December——

Mr. HORN. So you have had a year’s experience.

Mr. ROGERS. As of this July, end of July, we will have a year’s
experience, correct.

Mr. HORN. So how much has been collected so far?

Mr. ROGERS. Well, we had a mid-point. We had $7.8 million as
of March 31, 1998—excuse me, $1.78 million.

I need to also share with you the premise of this program was
based on whether it would be successful with a 30 percent compli-
ance rate, knowing you were going to have difficulty taking a popu-
lation that had it free in the past and then having a fee paid. We
knew we were going to have non-compliance. So the projections of
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the program were based on a 30 percent compliance rate and we
are getting up to a 60-70 percent compliance now over this last
fourth of July weekend on our particular national forest.

Mr. HORN. Now what does happen to it, does most of that money
stay on the Angeles forest?

Mr. ROGERS. The money we collect on the forest comes back to
the forest for re-investment.

Mr. HORN. So they do not have a 27 percent overhead on you?

Mr. ROGERS. No.

Mr. HOrN. OK, that is good news. I am getting to feel better
when I buy the Adventure Pass. Now I am told there is ticketin
of people who do not have the pass on. How does that system work?

Mr. ROGERS. Actually, it is a non-compliance form that they get
and they are able to rectify not having the ticket by buying the
recreation pass and furnishing evidence that they have done so. We
have been trying to take an educational approach rather than a
heavy hammer.

Mr. HORN. How much does that non-compliance ticket, if you
will, cost?

Mr. ROGERs. It is the same thing——

Mr. HORN. Same thing, $5 or $30 for the year.

Mr. ROGERS [continuing]. $5, or if they choose to buy the $30
pass, and many of them do, just so they have it taken care of.

Mr. HORN. The staff wonders, like all youth, wonders if you ac-
cept credit cards.

Mr. ROGERS. Well, that is one of the components that we were
designed to test and that we are working toward. We are not there
yet. We had to crawl before we could walk and we have got to walk
before we can run.

Mr. HORN. A few years ago when I was drafting some legislation
on a new entity in the Federal Government, we looked around and
very few agencies had the authority to receive gifts, and of course
that is too bad, because a lot of people would like to help the for-
ests and what-not. Now do you have the authority to receive gifts
in the Forest Service.

Mr. ROGERS. No, we do not. Now we do through our—

Mr. HORN. Say somebody leaves an estate to you, it might be
trees or it might be money and trees.

Mr. ROGERS. We have had land donations but we have to go
through a regular process to accept those donations. The lands
have to be ap raisedp for the estate and we have to make sure there
are no hazardous materials on the property before we take it.

Mr. STEWART. Forest Service Research, I believe in their authori-
ties has a broader authority to accept contributions and so forth
from other sources, but National Forest System, other than the
lands that I am aware of, I do not think so. We also have the Na-
tional Forest Foundation, which can accept private contributions of
funds to conduct work on the national forests.

Mr. RoGERs. I did want to go back to a statement that I made.
The private vendors that we have signed up, do take credit cards.
We do not have the capability presently at our Forest Service of-
fices to accept credit cards, but that is something that we are try-
ing to implement.

r. HORN. But your concessionaires obviously do.
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Mr. ROGERS. They are regular business people. And one of the
comments we have gotten back from our concessionaires—we did a
workshop here at the end of March—many of our concessionaires
have realized an increase in business, people are coming in for the
pass and are buying other things there too. So we have a lot of very
supportive vendors that were very skeptical when they signed up.

Mr. HOrN. Well, this has been a very interesting dialog. I am
sorry to take so long, but I am interested in a lot of these ques-
tions. So staff might send you some on both sides additional for
rounding out the record, and we would appreciate it if we could get
the answers back in a couple of weeks.

Mr. ROGERS. Mr. Chairman, who do we provide our inserts into
the record to?

Mr. HORN. Just give it to Mr. Ebert over there, Matthew Ebert,
he will take care that it goes in at the right place.

Mr. ROGERS. Very good, thank you.

Mr. STEWART. Thank you very much.

Mr. HORN. Well, we thank you all for coming, thank you.

We will take a 5-minute recess before panel two.

[Recess.]

Mr. HorN. Let us just make sure we have everybody in the right
place. Mr. O’Toole, Mr. Stahl, Mr. Roddy, Mr. Hofmann, and then
we have over here Mr. Corcoran, Mr. Berger, Mr. Coyne, and Mr.
Clark. OK, gentlemen, if you will stand and raise your right hands.

[Witnesses sworn.]

L;Ilr. HorN. The clerk will note all eight witnesses affirmed the
oath.

All right, we will begin in the order in which they were placed
in the agenda. We have Mr. Randal O'Toole, an economist with the
Thoreau Institute. Mr. OToole.

STATEMENTS OF RANDAL O'TOOLE, ECONOMIST, THOREAU
INSTITUTE; ANDY STAHL, EXECUTIVE DIRECTOR, FOREST
SERVICE EMPLOYEES FOR ENVIRONMENTAL ETHICS; MI-
CHAEL RODDY, PRESIDENT, GREEN FRAMING SYSTEMS;
JOHN HOFMANN, VICE PRESIDENT OF GOVERNMENT AF-
FAIRS, CALIFORNIA FORESTRY ASSOCIATION; BILL COR-
CORAN, PUBLIC LANDS ASSISTANT, SIERRA CLUB; ADAM
‘BERGER, STAFF ATTORNEY, EARTH JUSTICE LEGAL DE-
FENSE FUND; ALASDAIR COYNE, CONSERVATION DIRECTOR,
KEEP SESPE WILD; AND VAUGHAN CLARK, FREE OUR FOR-
ESTS

Mr. O'TOOLE. Thank you, Mr. Chairman.

This morning, we have heard testimony on a wide variety of top-
ics—Dbelow-cost timber sales, the Knutson-Vandenberg Act, recre-
ation fees, fire policy, and accountability. I would like to tie all of
these things together with one word, and that word is incentives.

Incentives is an interesting word. It is almost becoming a loaded
word. When we say an agency like the Forest Service responds to
its incentives, some people bristle and think oh, we are saying they
are corrupt or they are selfish. But that is not true, what we are
saying is they are human beings, and all human beings respond to
incentives.
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Let me give you an example. In 1990, the Economist magazine
sent a reporter to the Soviet Union which was still in existence for
another year or so, and the Economist interviewed factory man-
agers and found out that after 70 years of central planning, the
typical Soviet factory manager had no idea of what terms like
sales, profits, and costs meant. Those things were not important to
a centrally planned factory manager, like they are important to a
marketed factory manager. The Economist concluded that it would
be very difficult for the Soviet Union to move into a free market
economy. Well, I read that article and I thought boy, I am sure
glad it is not like that here.

Then I remembered conversations I have had with Forest Service
officials over the years in which they talk about appropriations
from the Congress out of tax dollars to the Forest Service as re-
ceipts and dollars that they pay back to the U.S. Treasury as losses
or costs. Now that is exactly the opposite of the accounting stance
that a taxpayer would take. They would say that money going to
the Forest Service is a cost and money coming back to the Treasury
is a receipt. But we have given the Forest Service incentives to
think of tax dollars that are appropriated as receipts and money
going back to the Treasury as a cost, and sc they do.

As a result, they act as if it is in their best interest to lose as
much money as possible. We have given the Forest Service an in-
centive to lose money and it has done a good job. It loses $2 billion
a year managing the national forests.

Let us talk a minute about below-cost timber sales. Now the Con-
gress gives money to the Forest Service for timber sale preparation
and administration. The Forest Service then sells the timber, col-
lects receipts and gets to k